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Auditing Procedures Report

issuad under P A 2 of 1858, as amended and P A 71 of 1919, ss amended
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We affirm that:

We are certified public accouniants licensed to practice in Michigan.

We further affirm the following materlal, “no” responses have been disclosad In the financlal statements, including the notes, or In the
Management Letler (report of commenls and recommendations).
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Check each applicable box below. (Ses Instructions for further detall.)

All required component units/funds/agencies of the local unit are included in the financial staltements and/or disclosed In the
reporting entity notes to the financlal stalemenls as necessary.

There are no accumulated deficils in one or more of this unit’s unreserved fund balances/unrestricled net assets
(P.A. 275 of 1980) or the local unit has not exceeded Ils budgel for expenditures

The local unit is in compliance with the Uniforrn Chart of Accounts issued by the Department of Treasury.
The local unit has adopted a budget for all required funds.

A public hearing on the budget was held In accordance with State stalute.

The local unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Acl, or
other guldance as Issued by the Local Audil and Finance Division.

The |ocal unil has not been delinquent in distributing tax revenues thal were collected for another taxing unil,
The local unit only holds deposits/investments that comply with stalutory requirements,

The local unit has no lllegal or unautherized expendilures that came to our altention as defined in the Bulletin for
Audits of Local Units of Government in Michigan, as revised (see Appandix H of Bulletin).

There are no Indications of defalcation, fraud or embezziement, which came to our aftention during the course of our audit
that have nol been previously communicated lo the Local Audit and Finance Division (LAFD). If there is such aclivity that has
not! been communicated, please submil a separate report under saparale cover.

The local unlt s free of repeated comments from previous years.
The audit opinion is UNQUALIFIED.

The local unit has complied with GASB 34 or GASB 34 as modified by MCGAA Statement #7 and other generally
accepled accounting principles (GAAP),

The board or councll approves all Invoices prior to payment as required by charler or statute.
To our knowledge, bank reconciliations that wers reviewaed were performed limsly.

If a local unit of government (authorities and commissions included) Is operaling within the boundaries of the audiled enlity and is not
included in this or any other audit report, nor do they oblain a sland-slone audit, please enclose the name(s), address(es), and a
description(s) of the autherity and/or commission.

1, the undersigned, certify thal this statement Is complete and accurale In all respects.

Wae have enclosed the following: Enclosed | No! Required (enter a brief justification)

Financial Statements X

The letter of Comments and Recommendations E’ None noted

Other (Descrive) D NA

Cenifisd Public Accountant (Firm Narne) Telephone Number

Hill, Schroderus, & Company, LLP {231) 347-4136

Strmot Address City State Zip

923 Spring Street Petoskey M 49770

Authorizing CPA Signature Printed Name Licarso Number
e e~ Scott B, Shearer 1101026946
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Schroderus & Co., LLP
TR COIGRE

April 21, 2006

In ndent Audiior's Report

Honorable Mayor, Members of
City Council and City Managet
City of Petoskey, Michigan

We have audited the accompanying financial statements of the govemmental activities, the business-
type activities, the cggregate discretely presented componeni units, each major fund and the aggregate
remaining fund information of the City of Peloskey. Michigan. as of and for the year-ended December 31,
2005, which collectively comprise the City's basic financial statements asiisted in the table of contents,
These financial statlements are the responsibility ot the City's management. Our responsibility is to express
cpinions on these financial statements based on our audii.

We conducted our auditin accordance with auditing standards genercally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining.
on a fest basis, evidence supporting the cmounts and disclosures in the financial statemenis. An cudit
also includes assessing the accounting principles used and significant estimates made by management.
as well as evalualing the overall financial siatement presentafion. We believe that our audit provides a
reasonable basis for our opinions,

In our opinion. the financial statements refered to above present fairly, in all material respects. the
respective financial posiilon of the govemmental activities. the business-type activities, the aggregate
discretfely presented component units. each major fund. and the aggregate remaining fund information
of the City of Petoskey as of December 31, 2005, and the respective changes in financial posifion and
cash flows, whera applicable. and the budgetary comparison for the General Fund and the Major Special
Revenue Funds. thereof for the year then ended in conformily with accountfing principles generally
accepted in the United States of America.

The management's discussion and analysis and the pension plan trend information are not a required
part of the basic financial statements bul are supplementary iniormation required by accounting
principles generally accepted in the United States of Americc. We have applied certain limited
procedures. which consisted principally of inguiries of managemen! regarding the methods of
measurement and presentation of the required supplementary information. However, we did not oudit
the information and express no opinion on if,

Qur gudit was conducted for the purpose of forming opinions on the financial stalements that collectively
comprise the City of Petoskey's basic financial statements. The other supplemental information. as
idenfified In the table of contenis, is presenied for purposes of additional analysis and Is not a required
part of tha basic financial staiements. Such information has been subjected to the ouditing procedures
appiied in the audit of the basic financial statements and, in cur opinion, is fairly slated in all material
respects in relafion to the basic financial statements taken as a whole.

CERTIFIED PUBLIC ACCOQUNTANTS
Pstoskey, Michigan

413 Spring Streer ¢ PO, Box 695 = Peltskey, MEA4G770 » 2313474130 ¢« Fax 2013472147 o E-mail staftname@hs-ctrcom



City of Petoskey

101 Easr Lake Streer, Petoskay, Michigan 49770 ¢ 231 347-2500 » Fax 231 348.0350

Management Discussion ond Analysis
December 31, 2005

The City of Petoskey's financial statements consist of a series of financial reports. The Statement
of Net Assets and the Statemeni of Activilies provide information about the aclivifies of the City
as a whole and present a lenger-term view of the City's finances. Fund financial statements tell
how the services were financed in the shor-term, as well as what remains for fulure spending.

Fund financial statements also report the City's operations in more defail than the government-
wide financial siaterments.

Financial Highlights

The Cily's net assets increased by $2.6 milion or 4.5% in 2005 with the increase made up of the
following;

Govemmenial net assets increased by 31.5 million,
Business-type net assels increased by $0.9 million.
Component units net assels increased by $0.2 million.

Tetal revenues and transfers for the year are §24.1 million and are made up of the following:

Govemmental activities $9.4 million.
Business-type activities $13.0 milllon.
Component units activitias $1.5 miilion.

Total expenses {or the year are $21.9 millon end are made up of the following:

Governmental activities $8.5 million.
Business-type activifies $12.1 millior.
Component units activilies $1.3 miilion,

The Gensral Fund, on a current financial rescurces basis, experienced anincrease of $101.8546 in
fund balance resulting in ¢ iotal fund balance at year-end of $2.6 million.

Project Highlights

The City's West Lake Sireet Vicinity reconstruction project that includes: improvements io various
strests, the water, sewer and electric distribufion systems. sidewalks, landscaping, street lighting.
a walkway and ¢ portion of the bike trail were largely completed in 2005. Costs for 2005 totaled
$3.1 milion with an estimated $800,000 necessory to finish the project in 2006.



Financial Statement Presentation
Cverview of Statements

The financial statements provide two views of the City's financial pesilion. Govemment-
wide statements are the top level, which summarizes all City fungs into two statementis
using the full accrual method of accounting. This method of accounfing is similar to
private sector for-profit accounting.

Govemmment-wide statements include the Statemeni of Nei Assels and the Statement of
Activities. The Statement of Net Assets includes: assets, liabililies and the resulting
difference between the two called nef asseis. Changes in net assets can be reviewed to
determine financial strength with increases to nei assets perceived as a sign of improving
condifion.

The Statemeni of Acfivilies presents revenues and expenses (including depreciation)
that are the underlying cause of changes in net assels. Capital projects are excluded
from this statement since they are included in the Statemeni of Net Assets as additions to
copital assefs.

Fund financial statements under GASB Stalement 34 separaie funds info major and
nenmajor categories. Major funds focus on funds with a large amount of financial
ocflivities which resulis in the inclusion of more detailed information. Governmental Funds
for ihe Cily of Petoskey include the following major funds:

General Fund

Right-of-Way Improvemsnt Fund
Maijor Street Fund

Local Street Fund

Nonmajor funds are smaller funds with less aclivity and are consolidated into one
column in the fund financial statemsnis. Additional and more detailed informatfion on
nonmajor funds is presented afier the notes to the financial statements.

Fund Type Statements

The City's funds are organized on the basis of individual funds with each fund having a
separate set of self-balancing accounts thal comprise its assets, liabilities, fund equity,
revenues, and aexpenditures or expenses, as appropriate. Funds are classified as eithar
govemmental, proprietary or fiduciary in nalure.

Governmental funds make up the funds included within the governmenial activities
column of the govermmment-wide statements discussed above, sxcept for intermal
services funds (Mcolor pool and Fringe Benefits) that are included in government-wide
statements and are nol govemmenial tunds, Govemmenial funds ufilize a modified
accrual basis of accounting that focuses on more available and spendable resources
and expenses ltems like debt payments and capital purchases. Long-term debt and
dapreciafion are not recorded under the modified accrual basis of accounting.



Financial Statement Presentation = Confinued
Fund Type Stalements - Continued

This varies from the full accrual basis of accounting used In the govermment-wide
statements thal records the purchase of capital items as assefs ond depreciates them
over fime and records long-term debt as a liability, reducing the principal pertion from
the liabilty when paid and only expensing interest. There are also other less significant
differences beiween the two accounting methods,

Proprietary funds use the full accrual melthod of accounting for both government-wide
and fund level financial statemenis. There are two types of proprietary funds; enterprise
funds and inlernal service funds.

Enterprise funds are used to accoun! for operations that are financed and operated in @
manner similar to private business enterprises where cosis for goods and services are
provided o the general public are recovered primarily through user charges. The City's
enterprise funds include the Elecfric, Water and Sewer, and Downlown Management
Parking Funds, although the Downtown Managemen! Parking Fund is inciuded as a
component unit.

Internal service funds are like enterprise funds except they only provide their goods or
services to City departments and agencies. The City's internal service funds include the
Fringe Benefil and Motor Pool Funds. Intemal service funds are consolidated info the
governmental aclivities in the govemment-wide statemenis and are presented
separately in the fund level statements.

Componeni units are separate legal enfities for which the City has some level of
financial accountability and oversight control. Component units are shown in a separale
column of the government-wide financial siatements. The Cily's componeni units
include the Tax Increment Finance Authority, Library, and Downtown Management
Parking Funds. Separate financial statements for the componeni units are neot required
and none are issued,



Financial Analysis

SUMMARY OF NET ASSETS
Dacember 31, 2005 and 2004

Governmental Activifies Business-type Achviiies Total Primary Govemmsant
2005 2004 2008 2004 2005 2004
Cunen! ond other assels § 4208268 % 53573086 % 14520816 3 13841525 3 23149084 § 2421441
Caopilal assets 17,223,863 16,033,963 32043954 0.5%,591 49,247 861 46,565,554
Tolal assefs § 23452133 % 21409051 5 4BRA4BIZ 5§ 2071116 § 72416945 § 70780167
Current and other liabilties 1 660007 3 780384 0§ 1957573 0§ 2044972 0§ 2417400 3 2825334
Lorig-ferm debt outstonding 785,000 293,917 11.561.907 11913775 12,346,907 12,907,692
Totol habififies § 1445007 % 1774301 0§ 13519500 % 13938747 % 14544507 3 15733048
Nel gssefs!
Investagin comial assets,
net of reloted debt § 16283885 % 14832048 3 20012087 3 17959591 % 34395934 § ZZTRIAW
Resticted 63084 77,894 4,498,657 4,488,618 4,561,741 A7E8107
Urvastricted 5660177 4925,7208 10.834,586 12.564,163 16,494,743 17489371
Total net assels § 22007126 3 1934750 0§ 25445312 0§ 212389 0§ 57452438 0§ 5047119

—_— - = =

Total net assets of the Cily are $57,452.438, which includes $34,9220.254 in copiial assets net of
debi, Capiial assets are largely made up of electic system, water sysiem, sewer system and
street sysiem assels.

The City used fund baiance reserves in the following governmental funds and amounts during
2005 to cover anticipaled expendilures that were included in the Clty's 2005 budget:

Maijor Sireet Fund $ 323,146
Local Street Fund 103,353
Tax Increment Finance Authority Fund 11.282
Library Fund 377,921
Downtown Development and Management Fund 2,266



Financial Analysis ~-Conlinued
Common Effect 1o Net Assels

There are a number of fransactions in the normal course of business that will effect the
comparability of the Summary of Net Assets presentation,

The net result of business aclivifigs for the year will impact (increase/decrease) curent
assets and/er nel assets.

Borrowing copital will increase curent assets and long-term debt.

Spending of bormowed proceeds on capital projects will reduce cument assets and
increase capital assets while having no impact on invested in capital assets, nel of debt.

Spending non-borowed current assets on capital projects will reduce cument assets and
increase capital assets while reducing unresiricted net assets and increasing invested in
capital assets, nef of debt,

Principal payment on debl will reduce cumrent assets, long-term debt and unrestricted
net assets while increasing invested in capital assets, net of related debt.

The reduction of capiial assets due to annual depreciation will reduce capital assets
and invested in capital assets. net of debt,



Financial Analysis - Continued
Changesin Nef Assets
December 31, 2005 and 2004

Govemmental Achviias Busness-fype Activilies Totel Pamary Govemment
2008 2004 2005 2004 2005 2004
Revenuas
Progrom ravenues:
Charges for sarvices $ 18)6id44 5 1487121 § 13262873 § 12118252 § 15079017 5 13805373
Opercting gronts and confributions 667857 831,731 89.335 79.940 777152 913,871
Capilal grants and contibutions 70.000 - 194,972 254 455 264972 254,455
2574001 2519052 13.547.180 12,452,647 16,121,181 14.971.659
cenatal revenues:
Properly faxes 5,251,385 5,104,244 - - 5.251,365 5104248
Sales tox 8540 564,390 - - 568,540 584,390
Invastment eomings 250,619 206,443 274,666 339,307 525.285 548,750
Other . . - - - -
6070524 5875077 274666 359.307 6,345,150 £.234,384
Total revanyes 8,644,525 £39413] 13821 846 12,811,954 22.484,371 21,206,085
Brpenses:
Legisiafive B.244 11,443 - - 8244 11,443
Generci govemmen 1,662,621 1,362.21% - . 1.662.62) 1,362,219
Public sofety 2.550878 2,474 481 - - 2.550,878 2.474 481
Public works 1.909.355 1737557 . . 1,509,355 1.737.297
Healfh and welfare 18856 21012 - - 18.854 210172
Recreafion and cutfural 1,401,417 1,426,241 : s 1,401,617 1,426,241
Ofner 98,100 1.652 . - $8.100 652
interest on long-t2mm debt 33348 47545 . - 55,343 67,594%
Unaliccated georeciafion 780,657 722856 . - 780,657 722854
Water ond Sewer . . 3939351 3.815,988 31939,3641 3.815588
Hectic . - 8193307 6.643,387 8.193.30¢ 6,643 387
[otal expenses 8.483.671 7525150 12.132.67C 10,479,375 2:616.34 18,304,525
Changes ir net assets before ronsters: 160.85¢ 36898 1.489.174 2332579 1,850,080 2.5901.560
Trarsters 983,688 5602 (819,400 {370.000) 164,288 138022
Chonge in net asets 144,542 1,075,003 B4R.7T6 |. 962,579 2014318 3.037.582
Net aset-beginning ¢f year 1983475 18,759,747 35212369 33,249,790 55,047,119 52008.5%
Pricr period odjustments 375,006 . - - 375,004
Change in consolidation method &52.828 - [636.833) - 15,995
Netgsseti-end of year $ 22007128 5 19834750 4 35445312 § 35212349 4 57452438 § 55.04711%

S ———————— —————————————— S ——————— ————————— ———————————— S—————————



Financial Analysis ~ Continved

Capital grants and confributions in program revenues for Govemmental Activities
increased to $70.000 in 2005, up from 30 in 2004, The $70,000 reflects the estimated value

of the Chief Petosega statue donated to the City of Petoskey and erected on Lewis
Streel last year.

Charges for services in Business-type Activilies increased from $12.118.252 in 2004 to
$13,262,873 in 2005 when a record hot summer resulted in an increase in eleciric sales.
Expenses In the Electric Fund also increased in part due to the increase in usage and as
a result of increased costs from changes in the electric wholesale market.

Revenues from all sources tolaled $22.464.371. of which $8,644,525 was from
govemmental activities and $13.821,8446 from business-type activilies. Total revenues
from governmental activifies includes $5,251.365 or 60.7% from properly taxes and
$1.814.144 or 21.0% from charges for services. Total revenue from business-type activities
includes $13.262.873 or 96.0% from charges for services.

Expenses under the full accrual basis of accounting for governmental activities totaled
$8.483,671 which includes deprecialion on such items as bulldings and infrastructure
amounting to $780.657. Total expense does notf include capital asset items such as
reconstructed streets and sidewalks. Public safety accounts for $2,550,878 or 30.1% of
expenses while public works totals $1.909.355 or 22.5%. General government af
$1.662.621 and recreation and cultural al $1.401,617 are similar af 19.6% and 16.5%,
respectively.

Expenses for business-type activilies total $12,132,670, which is made up of $8,193.307 or
67.5% from the eleclhic system and $3.939,381 or 32.5% irom the watsr and sewer
systems. Within the electric system, 36,088,737 or 74.3% of the expense is for purchased
powerl. The water and sewer sysiem costs are broken down between the two af
$1.851,92¢6 or 47 0% water and $2.087,435 or 53.0% sewer,

Prior period adjusiments consist of reclassifying street mainienance expenses from the
General Street Fund to the Major Street Fund of $41.747. reclassifying health insurance
expenses of $58.206 and capitallzing prior year's sidewalk expenditurss of $358.547 for a
total of $375,008.

Change in cansolidalion method of $652,828 results due to a change in the presentalion
method of the Internal Service Funds that include the Motorpool Fund and the Finge
Benefit Fund in the financial report,

General Fund Budgetary Highlighis

Total General Fund revenuss of 36,589,413 sxceeded tolal budgeted revenuss as
amended of $46,382,100 by $207,.313 or 3.2%. Actual revenues increased by 4.7% or
$309,549 In 2005 after decreasing by $440,407 in 2004, The Increcse is primarily made up
of taxes at $97,702 or 2.9%. Maring fuel sales of 394,472 or 41.0% and administration fees
charged to other funds of $13%.700 or 12.4%. State revenue sharing again declined from
the previous year's fotal of $654.873 1o $581.737 in the curent year, a reduction of
$73,136.



General Fund Budgetary Highlights = Continued

Total General Fund expenditures of $6.834,557 exceeded total budgeted expanditures
as amended of $6.601.300 by $233.257 or 3.5%. Total expenditures increased by $606.062
or 9.7% over the $6,228,495 spent in 2004. Accouniing for mos!t of the difference is City
Assessor's expenditures that increased by $214,020 with the City-wide property
reappraisal, Department of Public Safety expenditures increased by $288.259 or 12.2%
and Parks increased by $59,293 or 8.7%

There were not any significant variations between original and final budget amounts and
between final budget amounts and aclual budgst resulis. Therefore, there are not any
variations that would have any impact on fulure services or liquidity.



Capital Assets and Debt Administraiion

Capiial Assels

As of year-end, the City of Petoskey had $49.267 860 invested in capital assets as reflecied in

the following scheduls,

Land and land rights
Land improvements
Bulldings

Ofiice equipment
Streefs and sidewalks
Motor poal

Eiectric system

Waler system

Sewer sysiem

Major capital asset addifions for 2003 include;

Govemmeantal Aciivities
Sireel reconshuciion projacts
Lime Kiin Bocrdwalk
Snowplow fruck
Moteor poot replacemenis

Business-type Aciivifies
Waler system improvements
Sewar system improvements
Eleclic systems improvemeanis

Capital Assets
December 31, 2005 and 2004
[Net of Depreciation)

Governmental Activities Business-type Activities Total Primary Govéemmenl

2005 2004 2005 2004 2005 2004
§ 18I0y 3 1BB7O&R 0§ 837886 3 BA7AR%S 0§ 2724858 § 2734318
437.402 345,180 - - 437.402 365,180
2313747 2413257 - - 2313747 2413257
2180144 BT . . 2,180,144 380,733
8.,424350 9.163.272 - . B.626.850 $.1863.272
1.778.£33 1,826,458 - - 1,778,653 1.825,454
- 10,365,272 £.883,791 10365272 B.343751
- 9211538 9.05%7.410 2.211.53 9,059,610
. 1142938 11,768,334 11.6293% [ 1,768,334
$OI7223R65 % 16035985 8 22043995 8 3052957 & 4267880 0§ 44565554

e —— e e fll e
-_— = Y

$ 1,163,657
102,360
115,204
138,957

442.235
255.949
1,793,237



Capital Assets and Debt Adminisiration - Continved
Bond Debt
The City had $13.130,000 in outstanding bond debt al year-end, which is distributed

in the following debt schedule.

Debt Scheduls
December 31, 2005 and 2004

2005 2004
Governmental Aciivifies
General Obligafion Bonds:
Special assessment 3 - $ 55,000
Municipal faciiilies 395,000 500,000
Parking improvements 545,000 595,000
940.000 1.150,000
Businass-lype Activitiss
Revenue Bonds:
Sewer system improvements 7.350.000 7,400,000
Water systern improvements 4.840,000 5.170.000

12,190.000 12.570.000
Total bond debt $ 13,130,000 § 13,720,000

Principal payments on bonds in the amount of $210,000 for governmental activiiies and
$380.000 for business-type activilies were made in 2005.

Economic Factors

The City of Peloskey's three largest sources of revenue include property faxes, revenues
received from the stale and ulllity charges. The economic forecast for the community is
highly dependent on these three revenue sources.

Property tax revenue experienced substaniial growth due ¢ the development of Bay
Harbor over the last several years. Bay Harbor makes up over half of the Cily's total
taxable value and now, with a major portion of the development complete. the City will
experience much less impact from future construction. Due to current economic
condifions, there has been some decling in the property that the City will not regain
when economic condlifions improve and values increase based on State valuaiion lows.
The City will confinue 1o see laxable value increase at 5% or the rate of inflation,
whichever is less. The infigtion rale has always been less than the 5% limit with the rate in
2005 at 3.824% and 2004 reduced to 3.3%.

11



Economic Factors - Continued

Revenues received from the State, which include revenue sharing and fransportation
funds, are affected as well by cumrent economic conditions along with allocations to
local units as establisned by the legisiature, Revenue sharing amounts are dependent on
the collection of sales tax, which tends to go down when the economy is slow wilh the
raeverse being true when the economy is geod. Transportation funds are derived through
gas taxes and while they are affected by the economy they are more affected by the
price of oil and resulting gas prices paid at the pump that do not always follow certain
economic conditions. As meniioned eariier, State revenue sharing declined again this
year by 11% while transpertation funds also went down by 7% in the Major Street Fund
and 16% in the Local Street Fund.

Utility charges tor elecfric, water and sewer service tend to fluctuate based on weather
conditions more s¢ than any other tactar, During hot summer months. electrical usage
will be up while dry spells will increase water usage. Water ulility rates have not been
increased in several years, but due fe rising costs plus concems over water quality issues
increases in water rates will be required in the near future. Sewer rates were increased in
2005 to help cover increasing costs for the sewer system, Electic sales were up
significantly in 2008, but due to increased electric costs net income did not increase
overall.

Contacfing the City's Financlal Management

This financial report is designed to provide our cifizens, taxpayers, customers, Investors
and credifors with a general overview of the City's finances and to show the City's
accouniability tor the maoney it receives, If you have quastions about this report or need
additfional information, contact the Director of Finance at 10 E. Lake Streel, Petoskey,
Ml 49770.

12



Current Assets
Cash
Investments
Receivables:
Taxes
Special assessments
Accounts
Due from fiduciary fund
Due from component units
Due from other governmental units
infernal balances
Inventory
Prepaid expenses

Total current gssets

Noncurren! Assets
Restricted assets:
Customer deposits
Sewage service covenants
Revenue bond covenants
MPPA enargy resiriciicns
Deferred charges
MFPA working capital advance
Capital assets
Less: accumulated deprecialion

Total noncurreni assafs

Total assets

CITY OF PETOSKEY
Statement of Net Assets
December 31, 2005

Primary Governmeant

Govemmental Business-type
Aclivities Aciivifies Total
3 4,441,806 $ 4,474,501 8.918,707
678.867 4,897.387 5.576.254
41,938 - 41,958
91,422 2,032,417 2,130,839
414,830 - 414,830
52,481 - 52,481
181,738 - 181,738
122,433 (122,433) -
136.422 631.256 767,678
66,311 - 66.311
6,228,268 11.922.528 18,150,794
- 191.213 191.913
- 230,274 230.274
> 2,420,683 2,420,683
1,847,700 1.847.700
110,998 110,998
- 196,720 196,720
28,202,422 47,209,192 75,411,614
(10,978.557) (15.165.196) (26.143,753)
17,223,865 37,042,284 54,266,149
$ 23,452,133 $ 489464812 72,416,945

See accompanying notes to the basic finagncial statements.




Component Units

Other Nenmajor

Library Component Unils
389,154 3 515,843
61.456
450,610 515863
3%2.174
7,09%.501 461,017
(1,158.332) {31.070]
5.980.343 429,947
6.430.953 $ 9245810
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CITY OF PETOSKEY
Statement of Net Assets

(Continued)

December 31, 2005

Liabllities and Net Assets

Current Liabllities

Accounts payable

Accrued expenses

Due fo primary government

Due io other governmential units

Accrued interest

Payable from restricied assets:
Current porlion of revenue bonds
Accrued interest

Bonds payable, due within one year

Total cumrent ligbiiities

Noncurrent Liabilities
Payable from resiricied assels:
Customer deposits
Estimaied liability for landfill closure and
post closure care cosis
Compensated absences poyable
Bonds payable, net

Total noncurrent liabilities
Total ligbilities

Net Assels
Invested in capital assets, net of related debt
Restricied for:
Debt service
Sewage service covenants
Revenue bond indeniures
MPFPA energy expenses
TIFA expenses
Unrestnicted

Total net assets

Total liabilities and net assets

Primary Govemment
Govemmental Business-type
Activities Activities Totcl

$ 319.114 % 1.128.119 1.447.233
43,425 7.241 50.644
26,353 26,353
- 370,000 370,000
11,240 233,967 245,207
155,000 . 155,000
528,779 1,765,680 2.294.459
- 191.213 191,913
85.000 - £85.000
46,228 - 46,228
785,000 11,561,907 12,344,907
214,228 11,753.820 12,670,048
1.445.007 13.519.500 14.264.507
16,283,865 20.112.08% 36.395.954
463,084 - 63,084
- 230.274 230,274
- 2.420,683 2.420.683
- 1,847,700 1,847,700
5,660.177 10,834,566 16,494,743
22,007,124 35,445,312 57,452,438
$ 23,452,133 $ 48,964,812 72,416,945

See occompanying netas 1o ine basic financial siatements.



Component Units

Other Nonmajor

Library Component Units
12,169 ¥ 10.048
4,346 -
24,193 28.288
40,594 -
50,000 -
131.302 38.336
4,115,660 -
4,115,660 -
4,244,962 38,335
1,775,509 429,947
- 383.843
408,482 93.664
2,183,991 907.474
6,430,953 $ 945,810

14
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Assels
Cash
Investments
Receivables:
Special ossessments
Accounis

Due from other funds

Due from compenent units

Cue from other governmenial unifs
inventory

Total assets

Lablilties and fund Balances

Liabliifles
Accounts payable
Accrued expenditures
Due to other funds

Total liabilities

Fund balances
Reserved for
Dabt service
inventory
Refuse collection
Maring
Urresarved
Undesignated

Total tund boiances

Total flabiiites ond tund balances

CITY OF PETOSKEY
Balance Sheet
Governmental Funds
December 31, 2005

Otter

Nonmajor Tolal
Right-of-way Major Local Govemmental Govemmental

Ganeral Improvement Stree! Street Funds Furnds
§ 1.815.254 3 452390 $ 284,380 § 64578\ § 154,048 $ 355383
678.867 - - - - 478,867
- B2t - - 33,047 41,958
62,877 - - 282 28,261 91,422
334.071 137.241 Bl - 54.372 528515
. - - - 28,268 28,288
97.807 67 07% 16,852 - 181,738
- - - - 28,127 78.127
§ 2.988.578 § 798542 § 354.270 $ 662.915 $  3¥8.14) $ 5.202.766
§ 134214 3 - 3 19101 % 892 § 58028 $ 214,235
39,214 - 2217 1179 - 42,610
255.3n - 94,302 41,018 4,304 394,995
430.79% - 115,620 43.087 42.334 451,840
- - - - £3.084 £3,084
s - - 3 98,127 98127
29.253 - - - 29.253
439,285 - - - 439,285
2,089,541 798.562 238,650 619,828 174.596 3,921,177
2.558.079 798,562 238.650 &617.828 335.807 4,550,926
$ 2.988.878 $ 798562 § 354,270 $ 662.915 3 398,14l $ 5200766

See occompanying notes 1o the basic financial statements. 16



CITY OF PETOSKEY
Reconcllialion of Governmenial Funds Balance Sheet to the
Statement of Net Assets
December 31, 2005

Total Fund Balance - Governmental Funds $ 4,550,924

Amounts reported for govermmmental activities in the statement of net assets
are different because:

Govemmental funds report capital oullays as expenditures. However,
in the statemeni of net assets, these assels are capilalized and depreciated
over their estimated useful lives.

Govemmental capital assets 23852414
Accumulated depraciation (8.407.201)

Govemmenial funds report interest when due, whereas in the statement
of nel assets. interest is accrued on outstanding bonds, (11.240)

Long-term liabilities. including bonds payabile, are nof due and payable
in the current pericd and thereiore are not reported in the govemmental
funds,

Governmental bonds payable (240,000)
Landfill post closure costs (85.000)

Internal service funds are used to charge costs of ceriain activities,
such as insurance and molor vehicle usage, to various departments
within the Clty. The assets and liabilities of the intemal service funds
are Included in governmental aclivities in the statement of net asseis. 3,047,227

Net Assets of Governmental Activities 3 22,007,126

Ses cccompanying notes 1o fhe bask finoncial starements 17



CITY OF PETOSKEY
Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmenial Funds
For the Year Ended December 31, 2005

Other
Nonmajor Toigl
Right-of-Way Majof Local Covemmental Govemmenial
Genergl  improvament Streat Stres! Funds Funcis
Revenues
Taxes $ 3500143  §1,693661 % - - 3 = 5,193.804
Special assessmients . = - - 57.561 37.561
Licenstes and permlls 6,276 - - - - 4,276
Staie granis 581,737 - 468,699 140,551 1,150,987
Contribulions from tocal unils 51,278 B - - 51,278
Charges lot services 2,061,356 - 2.061.356
Fines and forfeits 20,288 - - - - 20,288
interest and Investment eamings 149,070 25905 17.681 24,606 14.503 231,765
Other 219,265 - B - 15,491 238754
Total revenues 6.589.413 1.712.566 484380 165.157 71,555 2.052.071
Expenditures
Cunrent:
Legislative 8,351 - - 8.351
General govemment 1,679,756 - - - - 1.479.756
Fublic saiety 2.674.624 - - - - 2.474.624
Public works 697 453 739,929 483,462 385,206 2308050
Heallh ana wellare 18,858 - . - 18.856
Recreation and cultural 1,435,792 - B - 1.435.792
Other 44,350 33.750 - - - 98,100
Capital oullay 253,375 - 719.597 440,048 375823 1.808,843
Debt service:
frincipal - - - 210.000 210,000
Interest and fiscal chorges - = 55,087 35,087
Total expendiiyres 6,834,557 33.750 1,459 528 243,510 1,026,116 10.297,459
Excess [deficiency) of revernives
over expanditures {245,144 1.685814 [973,144) [778.353] 1934,561) {1,245 388)
Other financing sources (uses)
Operoting transfers In 419,400 - £50.000 475,000 840,422 2,584,822
Operaling transters out {128,400}  (1.437.022) . - - {1.765.,422)
Transters from component unils 56,000 - - 108,288 164,288
Tolal plher finanging
sources (uses) 347,000 {1.637.022) 650.000 $75,000 948,71G 983,488
Net change in fund balances 101,856 48,794 (323,144) {103,353) 14,149 1261,700)
Fund balances - beginning of year
As previously reported 2,456,223 749,768 603,543 723,181 321,658 4,854,373
Adjusiment lor Bay Harbor sales - - [41,747) - - |4).747)
Fund balances - end of year $ 2558079 § 79B.562 5 238,650 8 £19.828 0§ 335807 0§ 4.550.528

See gccompanying nofes to the basic financial statemants. 18



CITY OF PETOSKEY
Reconciliation of the Statement of Revenues, Expendiiures, and
Changes In Fund Balances of Govemmental Funds to the
Statement of Activities
For the Year Ended December 31, 2005

Net Change in Fund Balances - Total Governmental Funds

Amounts reported for governmental aclivities in the statement of octivities
are different because:

Govermnmental funds report capital oullays as expenditures. However,
in the statement of activities, the cost of these assels is allocated over
their estimated uselul lives as depraciation.

Expenditures for capltal assets
Current year depreciation

Repayment of bond principal s an expenditure in the govemmental
funds, but the repayment reduces long-term liabiiities in the statement
ot net assels, This is the amount of principal paid on long-term debt.

Interest on long-term debl is recognized as an expenditure when it Is
due in the govermmenial funds. However, in the statement of activilies,
interes! expense is recognized as 1he interest accrues. regardiess of
when it is due,

Govermnmental funds report capilal lease principal payments as an
sxpenditure when paid. However, in the statement of net assets, the
payment reduces a liability.

Post closure landilll costs are recognized as an expendliure when it is
due in the govemmental funds. Howaver, in the statement of activities.
the tolal estimated post closure costs are recognized as an expense,
regardless of when it is due.,

Internal service funds are used to charge costs of certain activities.
such as insurance and motor vehicle usage, to various depariments

within the Clity. The net revenue [expense] of the intermal service funds
isincluded in govemmental octivities in the statement of activities.

Change In Net Assets of Governmental Activifies

See goocompanying notes 1o the basic linancial statements. |9
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(261,700

1,657.811
(780,657)

210,000

1,744

53.917

5,000

258.427

3

1,144,542




CITY OF PETOSKEY
Statement of Revenues, Expenditures, and Changes In Fund Balance - Budget and Actual
General Fund
For the Year Ended December 31, 2005

Budgeted Amounts Variance with
Actual Final Budget
Original Final Ampunts Owver/[Under]
Revenues
Taxes $§ 3.525,000 $ 3.525,000 $ 3.500.143 3 (24,857)
Licenses and permits 10,300 10.300 6,276 (4,024)
State grants 675.700 625,700 581,737 (43.963)
Contrioutions from local units 42,000 42,000 51,278 9.278
Charges for services 1,806,200 1.930.700 2,061,356 130,656
Fines and forfelts 14,000 16,000 20,288 4,288
Interest and investment earnings 120,000 120.000 149,070 29,070
Other 112,400 112,400 219,265 106,845
Total revenues 6.307.400 6,382,100 6,589,413 207,313
Expenditures
Curmrent:
Legislafive 13,700 13,700 8.351 (5.349)
General government 1.692.400 1,699,400 1.679.756 (19.644)
Public safety 2,507,100 2,507,100 2,674,624 167.524
Public works 715,700 715,700 699,453 (16.247)
Health and welfare 45,500 45,500 18.856 [26.644)
Recreation and cullural 1.315,400 1.315.400 1,435,792 120,392
Other 400 400 64,350 43,950
Capital outlay 304,100 304,100 253375 {50,725)
Total expenditures 6,601,300 6,601,300 6,834,557 233,257
Excess (deficiency) of revenues
over expenditures [293.700) {219.200) (245,144) [25,944)
Other financing sources (uses)
Operating fransters in 419,400 419.400 419.400 -
Operafing fransfers out (128,400) (128,400) (128,400) -
Transters frorm component unils 57,000 57.000 56000 {1,000)
Total other financing
sources (uses) 348,000 348,000 347.000 [1,000)
Nef change in fund balance 54.300 128.800 101.856 (26.544)
Fund balance - beginning of year 2,456.223 2,456,223 2,456,223 2
Fund balance - end of year $ 2510523 $ 2585023 $ 2,558,079 § [26.944)

See accompanying noles 10 ihe basic linancal staiements. 20



Revenues
State grants
inferest

Total revenues

Expendifures
Current:
Rouline maintenance
Winter maintenance
Traffic services
Administrafiion
Capltal ouflay

Total expenditures

CITY OF PETOSKEY
Statement of Revenues, Expenditures, and Changes In Fund Balance - Budget and Actual

Major Street Fund
For the Year Ended December 31, 2005

Budgeted Amounts

Variance with

Excess (deficiency) of revenues

over expenditures

Other financing sources (uses)

Operating transters in

Net change in fund balance

Fund balance - beginning of year

As previously reported

Adjusiment! for Bay Harbor sand & salt sales

fund balance - end of year

Actual Final Budget
QOriginal Final Amounts Over/{Under)
$ 416,000 3 416,000 § 468,499 3 52,699
3,500 3.500 17.681 14,181
419,500 419,500 486,380 64,880
129,100 129,100 130,871 1.771
282.500 282,500 311,854 29,354
39,200 39,200 55,113 15913
267,400 267,400 242,091 [25.309)
¢50,000 650,000 719.597 69,597
1,348,200 1,348,200 1,459,526 21,324
(748,700) (948.700) [(973.146) (24,446)
650.000 £50,000 650,000 -
(298.700) (298,700) (323,146 (24,446)
603,543 603,543 603,543 +
- - (41,747) (41.747)
$ 304,843 Y 304,843 % 238,450 3 (66.193)

See accompanying notes to the basic financial stalements. 2



Revenues
State grants
Interest

Total revenues

Expendltures
Current:
Reuline maintenance
Winter maintenance
Traffic services
Administration
Capital outiay

Total expenditures

CITY OF PETOSKEY
Statemenl of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual
Local Street Fund
For the Year Ended December 31, 2005

Budgeted Amounts

Variance with

Excess (deficiency) of revenuss

over gxpenditures

Other finoncing sources (uses)

Qp=araling fransiers In

Net change in fund balance

Fund balance - beginning of year

Fund balance - end of year

See goccompanying notas 1o the basic financial siatements

Actual Final Budge!
Original Final Amounts Qver/(Under)
$ 120,000 $ 120.000 $ 140,551 $ 20.551
4,000 6,000 24,606 18.606
126,000 126.000 165,157 39,157
87.600 87,600 81,680 (5.920)
145,200 145,200 146,729 1.52%
10,400 10,600 26,942 146,342
213,500 213,500 228,111 14,611
675,000 675,000 460,048 (214,952)
1,131,900 1,131.900 943,510 (188,370}
(1.005,900) {1,005,900) (778.353) 227,547
675,000 675,000 675,000 =
{330,200) (330.,900) (103.353) 227,547
723,181 723,181 723,181 -
$  392.281 3$ 392,281 $ 419,828 $ 227,547

22



CITY OF PETOSKEY
Statement of Nel Assetfs
Proprietary Funds
December 31, 2005

Business-iype Activilies - Enterprise Funds Governmenial
Aclivities -
Water Internal
Electric and Sewer Totals Service
System Systemn Current Year Funds
Assets
Cumreni Assets
Cash % 1,929315 3 2.547.584 ¥ 4,474,901 % 887,955
fnvestments 3,100,925 1,796,462 4.897.387 -
Receivables:

Accounts 1,490.419 548,998 2,039,417 -
Due from other funds 10,725 [5,363) 5,362 409,337
Due from component units - - - 24,193
Inveniory 538,803 92,453 631.256 38,295
Prepaid expensas - = - 66,311

Total current assets 7.070,187 4,980,134 12,050,323 1,426,091
Noncurrent Assets
Restricted assets:

Customer deposits 184,413 7.500 191,913 -

Sawage service covenants - 230.274 230,274 -

Revenue bond covenants - 2,420,683 2,420,683 -

MPPA energy resirictions 1.847,700 - 1,847,700 -
Deferrad charges - 110,998 110,298 -
MPPA working caplial advance 196.720 - 196,720 -
Capital assats 17.696.338 29.512.854 47,209,192 4,350,009
Less: accumulaied depreciation (7.047.661) (8.117,535] (15,165,196) (2.571.356)

Total noncurrent assats 12,877,510 24,164,774 37,042,284 1.778.653
Total ossets $19.947.697 329,144,710  $49,092.607 3 3.204.744

See accompanving noles 1o Ing posic financigt stolements
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CITY OF PETOSKEY
Statemenl of Net Asseis
Proprietary Funds

(Continved)
December 31, 2005

] d Net Asseis

Current Liabliities
Accounis payable
Accrued wages
Due to other funds
Due to other govermnmenial units

Total current liabilities

Current Liabiliiies (payable
from restricted assets)
Cument portion of revenue bonds
Accrued interest

Total current Labilies
(payable from restricted assets)

Noncument Liabliities
Payable from restricted assets:
Customer depaosits
Compensated absences payable
Revenue bonds {net of current portion,
unamonized premiums and discounts,
ond deferred omount on refunding)

Tetal noncumrent licbilities
Total licbiiilies
Nel Assels

Investad in capital assels, net of relgled debt
Restricted for sewoge service covenants
Resirictad for revenue bond Indentures
Restricted for MPPA energy expenses
Unrestricted

Total net assets

Tolol liabiliies and net assets

Sea accompanying noles 1o the basic financial alemants

24

Business-lype Activitias - Enterprise Funds Govemmental
Activifies -
waier infernal
Eiectric and Sewer Totals Service
System System Current Year Furils
$ 1,018,449 $ 109.650 $ 1.128.11¢9 $ 104,879
3,686 3.555 7.241 Bl5
36,753 91.042 127.795 3.595
26,353 - 26,353 -
1,085,261 204,247 1,289.508 111,289
- 370,000 370,000 .
- 233.957 233.957 -
603,967 803,947 -
184,413 7.500 191.913 -
. - - 46,228
= 11.561.907 11.5361.907
184,413 11,569,407 11.753.820 46,228
1.269.4674 12.377.4621 13,647,295 157,517
10,648,677 9,463,412 20,112,089 1.778.£53

. 230,274 230,274 -

- 2,420,683 2,420,683 -
1,847,700 - 1,847,700 -
6.181.646 4,652,920 10,834,566 1,248,574

18,678,023 16,767,289 35,445,312 3,047,227
319,947,697 $29.144 910 $49,092.607 $ 3,204,744




QOpergaling revenues
Charges for services

Operaling expenses
Purchased power
Personal services
Controctual services
Supplies
Materials
Heat, light and power
Depreciation
Rent

Total oparating expenses
Cperating income (ioss)

Nonoperating revenues
Unresticted inlerest and investment 2omings
Restriciad Interast and investmen! eamings
Ren!
Sewage service covenarnt
Consfruction
Miscelianeous

Total nonoperating revenusas

Nonoperating expenses
Personal services
Contractual services
Supplles
Moterials
Heat, light and powet
Interast
Depreciation
Amortization
Other expansss

Total nonoperaling expenses
Total nonoperaling revenues (expenses)

income [loss) before opearating
transters anc capital contributions

Other financing sources (uses)
Opergling fransfers out

Caphial contributions
Change in nef assets
Total net assets - beginning
As previously reporied

Adjustments for heallh insurance

Total net assels - ending

CITY OF PETOSKEY
Siatement of Revenues, Expenses, and Changes in Fund Nei Assefs
Proprietary Funds
For the Year Ended December 31, 2005

Business-type Activities - Enterprise Funds Govemnmental
Activities -
Water internal
Electric and Sewer Totals Service
System System Cument Year Funds
$ 8.898.50% $ 4,185.42¢ $ 13.083.935 $ 3,342,488
6.088.737 - 4.088.737 -
415153 490,695 ¢05.848 77.598
834,712 1,420,808 2,257,520 2,430,501
4115 14.079 18.194 129,335
166,600 338,14% 504,749 -
7,679 334,573 344,252 -
501,756 705,240 1.207.016 301,962
21.000 32.700 53,700 -
8.041,752 3,338,264 11,380,016 3.139,396
856,757 BAT, 142 1,703,819 223,292
160,809 73,353 234,162 18.854
40,504 - 40,504 .
141,000 - 141.000 B
- 89,335 §9.335 B
3,452 20.483 23935 -
14,003 - 14,003 16,282
359,748 183,171 542939 35,134
29,249 1,894 31,145
57.034 - 57.034
9922 ?.922 -
4,845 4845
31.885 - 31.885
- 589,451 58%.451
18,622 - 18,622
- 9,250 ?.250 -
- 500 500
151.557 401.097 752,654 -
208211 [417.924) [209.715) 35.136
1.064.948 429.23¢ 1,494,204 258,428
{517.000) {302.400) [819.400] =
32.107 162,865 194872
580075 2B%.701 849,776 258,426
18,097,548 16,477 585 34,575,534 2.730.5%3
- - - 58.208
§ 18,478,023 & 146.747,28% $ 35445312 % 3,047,227
25

See nccomponying noles te the basic financial statements,



CITY OF PETOSKEY
Statement of Cash Flows
Proprietary Funds
For the Year Ended December 31, 2005

Business-type Activifies - Enterprise Funds Governmental
Activities -
Water Intemal
Elecinc and Sewsr Torais Service
System System Curren! Year Funds
Cash fliows from operating
activities
Cash raceived from customers § B.e47.593 % 4.070.551 3 12,718,544 ¥ 2937317
Cash paymenis to supplien for
goods and services (6,700,384 [1.850.15%) {8.550,343) [2.645,782)
Cash payments to empioyees for services {218,020| [275,444) (493.464) (43,923)
Cash payments to other funds for servicas [660,974) [389.269) 11.050.243] {181,278)
Ne! cash pravided (used)
by operafing activities 1.068.615 1,555,679 2,624,294 66,336
Cash flows from non-caphial
financing activilles
Operating transters-oul to otner funas {517,000] [302.400) (B1%.400)
Increqse (decrease) In custormer deposits 13,219 2000 15.219
Net cash provided (used) by
non-capital financing aclivilies [503,781] (300.400) [604,181)
Cash llows lrom caplial and relaied
financing activilies
Acquisition and construction of
capllcl gssels [1.731,470) (718.184) [2.449,654) [254,1461)
Principal paid on revenue bonds
and con'racts payable - [380:000) {380,000} -
Interest pald orrevenue bends and
contracts poyable = (547,472) {547,472)
Capital contributed by customers 32.167 162.865 194972
Nel cash provided (used) by renial, construciion
ond miscellaneous non-cperaling activilles 25.520 107,420 132,240 16.282
Net cash provided (used) fer copital
and related financing aclivilies [1.673,843) (1.395371}) [3.049.214) [237.87%)
Cash llows from Investing
aclivities
Purchase of Investments (nelj {1,058,000) ~ [1.058,000) -
Interest received 214,137 114,587 330,724 18.854
Nel cash provided (used) from investing
activilies (B43,843) 114,587 (727.275) 18,854
Net increase (decrecse) in ¢ash [1.252.872) {23,503) (1,976.377) [152,689)
Cash, beginning 4,066,600 5.229,548 9.296.148 1.040,644
Cash. ending § 2013728 0§ 5208043 0§ 7.319.771 $ B87.955
Classified qs:
Zument assets § 1929318 & 2547.586 P 4474901 $ BB7.955
Restrictad osers 184,413 0,658 457 2.842.870 -
Tolals § 2113728 3 5204043 § 7319771 §  BB7.SSS
S&8 oncompanying notes (o the basic lingnaial statements, 2



CITY OF PETOSKEY
Siatement of Cash Flows
Proprietary Funds
(Continued)

For the Year Ended December 31, 2005

Business-type Activities - Entarprise Funds Governmental
Activities -
Water Internal
Electric and Sewer Total Service
Syslemn Syslemn Current Year Funcis

Reconcllialion of cperating
income fo net cash provided (used) by
operafing activilies
Operating income (loss) § 836757 §  B47.162 3 1703919  § 223292
Adjustmenis 10 reconcile operating income o
negl cash provided by operating aclivities:

Deprecialion 501,756 705,260 1,207,016 301,962
Expenses poid via MPPA account 67,681 - 67,681 -
{increase) decreqse In accounts receivable (250,514) 228 [250,288) -
(increase) decrease in inventory (98.745) 26,566 (72.199) 219
(increase) decreasse in prepaid expenses - B - (8.105)
(increase) decregsa in due from olher funds (10,725} B {10,725) (370,992)
(increase) decraase in due from component units - - - [20.770)
Increase {dacreasa) in accounts poyabie [34.965) (60.244) (95.209) 148.197)
Increase (decrease) in accrued expenses 124 173 297 (11.897)
Increase (decrease) in dus to other funds 34,240 94,037 128,297 B24
Increose (decrease) in dus fo other govemmental units 3.008 {57.503) [54.495) -
Total adjustiments 211,838 708,517 920.375 {156.956)

Net cash provided (Used) by
operafing aclivilies 3 1.048.415 $ 1.555479 § 2624294 $ 66.336

$ee gccompanving notes 1o the basic financial slofements, 7



CITY OF PETOSKEY
Statement of Fiduclary Nel Assets
Fiduciary Funds
December 31, 2005

Employess Library
Retirement Endowment
Trust Fund Trust Fund Agency Funds
Assets
Cash $ - $ 21.557 $ 1.028.253
Investments 187,250 - -
Recsivables:
Taxes - - 4,321,452
Loans 30,000 - -
Other - - 6,141
Total assets $ 217.250 $ 21,557 $ 5355846
Ligbilities and Net Asseis
Liabllities
Accounis payable ¥ - $ 5,646 3 9,442
Due 1o other funds - - 414,830
Due to component unit - - 61.456
Due to other governmental units - - 4,870,098
Total liabilifies - 5,646 5.355.844
Net Assets
Held in trust for pension benefits
and other purposes 217.250 15211 -
Total licbiiifies and ne! assels % 217.250 3 21,557 $ 5355846

See accompanying nates to the basic financial stalements, 28



CITY OF PETOSKEY
Statement of Changes in Fiduciary Net Assets
Fiduciary Funds
Forthe Year Ended December 31, 2005

Employees Library
Retirement Endowment
Trusf Fund Trust Fund
Additlons
Conlribulions
Employer $ 13415 $ -
Private donations - 67.574
Totol conftripuiicns 13,415 67.574
Net invesiment earnings
Interest and unredlized gains/losses 6,710 2,540
Total addifions 20,125 70.114
Deductions
Miscellaneous expenses - 63,850
Administrafive expenses a5 ¥
Transters out - 69,360
Total deductions 35 133,210
Change in nel assetls 20.0%0 [£3.096)
Nel assels - beginning of year
As previously reporied 167.160 79.007
Employee loan receivable 30,000 -
Net assets - end of year $ 217.250 3 15911

See gocompanying notes 1o the basic financial statements,
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NOTE I

CITY OF PETOSKEY
NOTES TO FINANCIAL STATEMENTS
December 31, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Peloskey was incorporated November 4, 1924, under the provisions of Act 279, P.A.
190%. osamended (Home Rule City Act). The City operales under a Council-Mmanager form of
government and provides the following services as authorized by its charter: public safety
(police and fire), highways and sireets, sanitation, heallh and social services. culfure-
recreation, public improvements, planning and zoning, and general administrative services.

The Clty's financial statements are prepared in accordance with generclly accepled
accounting principles [GAAFP). The Govemmental Accounting Standards Board (GASB) is the
standard-setting body for governmenial accouniing and financial reporting. The City's
reporting enfity applies all relevant Govermmental Accounting Standards Board (GASB)
pronouncements. Proprietary funds and similar componeni units apply Financial Accounting
Standards Board [FASB) pronouncements and Accounting Principles Board (APB) opinions
issued on or before November 30, 1989, unless those pronouncementis conflict with or
contradict GASB pronouncements, in which case. GASB prevails. Proncuncements of the FASB
issued after November 30, 1989 are not applied in 1he preparation of the financial siatements
of the proprietary funds and similar component units in accordance with GASB Statement No.
20. The following Is a summary of the significant pollcies used by the City of Petoskey:

REPORTING ENTITY

These financial statements present the Clly (the primary government] and its component
units. As defined by GASBS No. 14. component units are legally separate entities that are
included in the Cily's reporting entity because of the significance of their operating or
financial relationships with the City, The primary govarmmen! is required to consider other
organizalions for which the nature and significance of their relafionship with the primary
government are such thal exciusion would cause the reporting entity's linancidl statements 1o
be misleading or incomplets.

Blended Component Unit

City of Petoskey Bullding Authority — Tne City of Petoskey Building Authority is govermned by @
three member board appointed by the City of Petoskey. Although it is legally separate from
the City, the Building Authority is reported ¢s if it were part of the primary government
because ifs sole purpose is to provide financing for the construction of buildings, parking lots,
recreational facilifies and to acquire the necessary sites for such facilities. Separate financial
statements for Ihe Cily of Petoskey Bullding Autherity may be obtained by conlocting the
City's Director of Finance, 10] Eas! Lake Strest, Patoskey, Michigan 49770.

Discretely Presenfed Component Uniis

Tax Increment Finance Authority - The Tax Increment Finance Authority, which was established
pusuant to the provisions of Pubiic Act 450 of 1980, as amended. is governed by an eight-
person board appolnted by the City Council. The Authority may Issue debt subject to
limifations set forth in the Act and is funded by a specified annual properiy tax capiure of ¢
portion of all units' ievies which may only be used for activilies within the taxincrement finance
district. Separate financial statements for the Tax Increment Finance Authority are not issusd.
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NOTE I:

NOTES TO FINANCIAL STATEMENTS = CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ~ CONTINUED

retely Presented Component Units - Continued

Library - The City Library, which was established pursuant to the provisions of Public Act 144 of
1877. as amendied, and City charier as adopted on August 7, 1984, is govemed by a five-
person commission appointed by the mayor. The commission may not issue debt and the tax
levy is subject to approval by the City Counclil. Separate financial statements for the City
Library are not issued,

Downtown Management Board (Downtown Management/Parking) = The Downtown
Management Board was established in February of 1994 pursuant to the provisions of Public
Act 120 of 1961. By a resolution dated February 1, 2000, respansibilities for operating and
maintaining the Cify's downiown area parking system and facilities were fransfemed to the
Downtown Management Board. Separate financial statements for the Downtown
Management Board are not issued.

BASIC FINANCIAL STATEMENTS - OVERVIEW

The City of Petoskey's basic financial statements include both govemment-wide (reporting
the City as a whole) and fund financial statements (reporifing the City's major funds). Both the
govemment-wide and the fund financial statements categorize primary government activities
as eilher govermmental or business-type. Governmental activifies, which normally are
supported by taxes and intergovernmental revenues, are reported separately from business-
type activities. which rely to a significant extent on tees and charges for support. The primary
government is reported separately from legailly separate component units for which the
primary government is fingncially accountable.

BASIC FINANCIAL STATEMENTS — GOVERNMENT-WIDE STATEMENTS

The government-wide financial statements report Information on all of the nonfiduciary
aclivities of the primary government and its component uniis. As c generalrule the effect of
interfund activity, such as overhead costs, has been eliminated from these statements. The
govemment-wide focus is more on operational efiiciency, the sustainability of the City as an
antity and the change in the City's net assets resulfing from the current year's activifies.

Internal service funds are consolidated into the governmental column when presented at the
govemment-wide level. This is because the principal users of the internal service are the City's
governmental acfivilies. The net profit/loss in the internal service funds is allocated to the
functional cctivity (public satety. public works, etc.) based upon usage.

In the govemment-wide Statement of Net Assets, both the governmental and business-type
activities are presented on a consolidated basis. Due to the full accrual, economic resource
basis, all long-term assets and receivables, as well as long-term debt and obligations are
recognized. The City's net assels are reported in three parts - invesied in caplial assets, net of
related debt: restricted net assels: and unresticted net assets. The City first ufilizes restricted
resources to finance qualifying activities,

The governmant-wide Statement of Aciivilies demonsirates the degree 10 which the dirsct
expenses of a given funclion or sggment are offset by program revenues. This statement
reduces gross expenses (including depreciafion) by related program revenues, which includs
charges for services: operaiing granis and capiial grants.
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NOTE 1.

NOTES TO FINANCIAL STATEMENTS ~ CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
BASIC FINANCIAL STATEMENTS - GOVERNMENT-WIDE STATEMENTS - CONTINUED

The program revenues must be direclly associated with the function or segment. Program
revenues include: (1) charges to customers or applicants who purchase, use, or directly
benefit from goods, services, or privileges provided by o given function or segment; and (2]
grants and contributions that are restricted to meeling the cperational or capital requirements
of a perticular function or segment. Taxes and other items not propery included among
program revenues are reporied as general revenue.

BASIC FINANCIAL STATEMENTS - FUND FINANCIAL STATEMENTS

The financial transaciions of the Cily are reported in individual funds in the fund financial
statements. Each fund is accounted for by providing a separate set of self-balancing accounts
that comprise ifs assets, liablliiies, fund balances, revenues and expendiiures/expenses. The
focus of the fund financial statements is upon the determination of financial position and
changes in financial position [sources. uses, and balances of financial resources).

Govemment resources are allocated to and accounted for in individual funds based upon the
purposes for which they are o be spent and the means by which spending activilies are
controlled. The emphasis in Ine fund financial statements s on the majer funds in the
governmental or business-fype categories. GASBS No. 34 sefs forfh minimum criteria
(percentage of the assets, liabllities, revenues or expenditures/axpenses of the governmental
and proprietary funds) for the determination of major funds.

Gove ental Funds

The measurement focus of the govemmental funds in the Fund Financial Statements is upon
determination of financial position and changes in financial position (sources, uses, and
balances of financial resources) rather than upen netincome. The following is a descnption of
the major governmental funds of the City:



NOTE 1:

NOTES TO FINANCIAL STATEMENTS — CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

BASIC FINANCIAL STATEMENTS - FUND FINANCIAL STATEMENTS - CONTINUED

Downtown Management Fund - To account for services and programs provided o the
Cenftral Business District, Financing is provided by an annual special assessment on property
located within the District, which may only be used for such activities.

Debt Service Funds

Special Assessment, Bullding Authority Downtown Improvement and Building Authority
Refunding Bonds Debt Funds - To account for the paymen! of interest and principal on long-
lerm bonds.

Proprietary Funds

The focus of the proprietary funds is upon ine determination of operating income. changesin
fund net assets, financial position, and cash flows, which is similar to for-profit businesses. The
following is a description of Ihe major proprietary funds of the City:

Electric Fund - The Electric Fund is an Enterprise Fund. The fund is financed and operated ina
manner similar to a private enterprise. The intent is that costs (expenses, including
depreciation) of providing electricity lo the general public are recovered through user
charges.

Waterand Sewer Fund - The Water and Sewsr Fund is an Enterprise Fund. The fund is financed
and operated in a manner similar to a private enlerprise. The intent is tha! costs (expenses.
including depreciation) of providing water and sewer services 10 the general public are
recovered through user charges.

In addition, the City reports the following non-major proprietary funds:

Motor Vehicle and Equipment Fund - The Motor Vehicle and Equipment Fund is an internal
service fund. This fund accounts for the cost of acquiring, maintaining and providing vehicle
and equipment usage to various Cily departments.

Empioyee Fringe Benefit Fund - The Employee Fringe Benefit Fund is an intemal service fund.
This fund accounts for City employee fringe benefits required by employment agreements
and federal and state law.

Proprietary funds distinguish operating revenues and expenses from nonoperaling items.
Operafing revenues and expenses generally resull from providing services and
producing/delivering goods in connecfion with a proprietary fund's principal ongeing
operation. The principal operating revenues of the City's proprietary funds are charges o
customers for sales and services. Operating expenses for these funds include the cost of sales
and services, administrafive expenses and depreciation on capital assets. Allrevenuss and
expenses nol meeting this definition are reported as nonoperating revenues and expenses.

ucl unds

The fiduciary funds are used to account for assets held by the Clly in a frusize or agent
capacity. Since. by definition. these assets are being held for the benefit of a third party (other
local governments, private parties. pension pariicipants, etc.) and cannot be used to address
actfivities or obligations of the governmenlt, these funds are not incorporated info the
government-wide statements, All trust funds employ the some economic resources
measurement focus and accrual basis of accounting, os do proprietary funds. Agency funds
use the occrual basis of accounting. however. report only assets and liabilifies.
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NOTE I:

NOTES TO FINANCIAL STATEMENTS — CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ~ CONTINUED
BASIC FINANCIAL STATEMENTS - FUND FINANCIAL STATEMENTS - CONTINUED

Library Endowment Trust Fund - The Library Endowrnent Trust Fund is an expendabile trust fund.
This fund accounts for donations received by the City as trustee and the related disposition of
such amounts in accordance with the various trust agreements.

Employees Refirement Trust Fund — The Employees Retirement Trust Fund accounts for the
accumulafion of resources for pension benefit payments to qualified management
employees.

Agency Fund - The Agency Fund accounts for the collection and payments of property tax
levies and payroll withholdings.

BASIS OF ACCOUNTING

Basis of accounting refers to the point at which revenues and expenditures/expenses are
recognized in the accounts and reported in the financial statements. Basis of accounting
relates to the fiming of the measurements made, regardless of the measurement focus
applied.

The government-wide stalements are reported using the economic resources measurement
focus and the full accrual basis of accounting, which incorporates long-term assets and
receivables as well as long-term debt and obligations. Revenus Is recorded when eamed
and expensas are recorded when aliability is incurred. regardiess of the timing of related cash
flows. Property taxes are recognized as revenue in the year for which they are levied. Grants
and similar items are recegnized as revenue as soon as all eligibility reguirements imposed by
the provider have been met. Expendilures generally are recorded when a liability is Incured.

All proprietary funds. pension trust funds and agency funds are accounted for using the full
occrual basis of accounting. Their revenues are recognized when they are eamed and their
expenses are recognized whan they are incurred, Unbilled Water and Sewer and Electic
Fund ulility sarvice receivables are recorded at year-end.

Govermnmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recorded
in the accounling period in which they are eamed, as long as they are both available and
measurable, Revenues are available when received within the current period or within 60
days atter year-end. Expenditures are recorded in the accounting period In which the liability
is incurred, as wnder full accrual accounting. However. debt service expenditures.
expenditures relaiing to compensated absences, and claims and judgments ore recorded
only when payment is due.,

ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY
Cash and Cash Equivalentis

Cash ond cash equivalents are considered 1o be cash on hand, demand deposits and short-
term investments with a maturity of fhree months or less whan acquired.

Inveniorv

Inventory is valued at cost. which approximates market, using the first-in, first-oul method.
Inventory in the Special Revanue Funds consist of expendable suppliss held for consumption,
which are recorded as expenditures whan consumed rather than when purchased. Fund
balance has been reserved for inveniory in govarmmental funds.
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NOTE I:

NOTES TO FINANCIAL STATEMENTS — CONTINUED

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY - CONTINUED

Interfund Receivables/Pavables

Outstanding balances between funds are reported as "due to/irom other funds” on the
balance sheet of the fund financial statements and as "intfemal balances” on the Statement
of Net Assets of the govemmeni-wide financial statements.

Capital Assefs

Copitcl assets. which include property. buildings, equipment and infrastruciure assets (€.g..
roads. bridgss, sidewalks and similar items) are reported in the appiicable govemmental or
business-type activilies column In the govermnment-wide financial statements. Capital assets
are recorded by the City when the inifial individual costs are egual 1o or greater than the
following amounts:

Asset Tvpe Amouynt
Land Y 1
Equipment 5.000
Buildings 50,000
Infrastructure 100.000

Capital assets are recorded al historical cost or estimated historical cost if purchased or
constructed. Donated caplial assets are recorded at eslimated fair market value at the date
of donation.

Inferest incurred during the construction of capital assets of business-type aclivitiesisincluded
as part of the capitalized value of the assets constructed.

Property, buildings and equipment are depreciated using the straight-line method over the
following useful lives:

Buildings 20 to 60 years
Bullding Improvements 15 to 30 years
Land Improvements 10 to 20 years
Water and Sewer Lines 5010 75 years
Streets, Curbs and Gutters 10 1o 30 years
Sidewalks 20 years
Vehicles Jto 5yeors
Fumiture and Equipment 10 to 20 years
Office Equipment Sio 7years
Lona- ns

In the govermmeni-wide financial statements and the proprigtary fund financial statements,
long-term debt and other long-term obligations are reporied as liabiiifies. Bond premiums
and discounis. as well as lssuance costs. are deferred and amortized over the life of the bonds.

In the fund financial siatemenis, govemmental fund types recognize bond premiums and
discounts, as well as bond issuance costs during the curent period. The face amount of debt
issued is reported as other financing sources. Premiums received on debt issuances are
reported as other financing sources while discounts are reported as cther financing uses.
Issuance cosis are reported as debl service expenditures.



NOTE 1:

NOTE 2:

NOTES TO FINANCIAL STATEMENTS - CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY - CONTINUED

Compensated Absences (Personal. Vacation and Sick Time)

All employees are entified 1o 56 hours of personal time starting on December 1. The City
reimburses all employees for any unused portion, on an annual basis. Vacation days not used
during the year may not be accumulated. Unpaid sick fime accrued represents sick fime
accumulated before December 1. 1990 and payable to eligible employees on termination.
Due fo contract years difiering from the City's fiscal year, unpaid vacation fime represents
unused, but not accumulated, vacation time.,

Accumulated unpaid vacafion, sick pay, and ofher employee benefit amounts are provided
tor on a timely basis by accrual, when incured by all funds, in the Employee Fringe Benefit
Fund (a proprietary fund using the accrual basis of accounting). All vacalion, sick pay, and
other employee benefit amounts accrue when eamed in the government-wide and
proprietary fund financial statements. Sick and vacalion pay are recognized in the
governmeantal financial statements when o payment is made to the Fringe Benefit Fund.

Fund Equity

In the fund financial statements, govemmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by cutside parties for
a specific purpose. Designations of fund balance represent tentative maonagement plans that
are subject to changs,

COMPARATIVE DATA
Comparative data for the pricr year is not included in the City's financial statements.

STEWARDSHIP, COMPLIANCE AND ACCOUNTASBILITY

Annual budgets are adopted on a basis consistent with generally accepted accounting
principles for all operating funds of the City except for the pension trust fund and the agency
fund. Budgetary confrol is legally maintained at the fund level,

The City follows these procedures in eslablishing the budgetary data reflected in the financial
statements:

1. Prior 1o the first Council meeting in November, the City Manager submits to the City
Council a proposed cperating budget for the fiscal year commencing the following

January |. The operating budget includes proposed expenditures/expenses and Ihe
means of financing them,

A public hearing Is conducted at City Hall to obiaqin taxpayer comments,

Prior to January 1. the fund budgets are legally enacied through passage of
resolutions.

4, The City Manager is authorized 1o transfer budgeled amounts between deparimants
within any fund: however, any revisions that alter the total expendiiures/expenses of
any fund must be approved by the City Council,
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NOTE 2:

NOTE 3:

NOTES TO FINANCIAL STATEMENTS - CONTINUED
STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY = CONTINUED

5. Formal budgetary iniegration is employed as a management control device during
the year for the General and Special Revenue Funds.

&, Budgeted amounts are as eriginally adopted, or as amended, by the City Council.

Encumbrances, which are commitments related to unperformed confracts for goods
or services, lapse ot year-end and are re-appropriated as part of the subsequent
year's budget.

Excess of Expenditures Over Appropriatfions in Budgeted Funds
The City is required under Public Act 621 to adopt a budget for the General ond Special

Revenue Funds. During the year, the City iIncurred expendilures which were in excess of the
amounis appropriated. as follows:

Amended Amount of
Fund Budae! Expenditures Vari =
General Fund $6.729,700 $6.962.957 § 233,257
General Street Fund 643,900 664,963 21.063
Downtown Maonagement 91,000 96,066 5,066

CASH AND INVESTMENTS

Michigan Compiled Laws, Section 122.21. authorizes Ihe City tc make deposits and invest in
the accounts of federally insured baonks. credit unions, and savings and loan associations
which have an office in Michigan, The City is allowed to invest in bonds, securiiies and ofher
direct obligations of the United States or any agency or instrumentallty of the United States:
United Siates government or federal agency obligations; repurchase agreements; bankers’
acceptance of United States banks: commercial paper rated within the two highest
classifications which malure not more than 270 days after the date of purchase: cbligations of
the State of Michigan or ifs political subdivisions which are rated as investment grade; and
mutual funds composed of invastment vehicles which are legal for direct investment by local
units of government in Michigan.

The City's deposits and investment policy are in accordance with siatutory authortity.
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NOTE 3:

NOTES TO FINANCIAL STATEMENTS - CONTINUED

CASH AND INVESTMENTS — CONTINUED
Cash Deposits

Al December 31, 2005, the camnying amount of the City's deposits was $13,716.404 and ihe
bank balance was $14,753,963.

Pooling of Cash - The City pools cash to maximize its invesiment refurn.

Fund Pooled Cash
Primary Government
General $ 1.814,304
Maijor street 286,380
Local street 645,781
Right-of-way improvement 652,390
Electric system 22,806
Water and sewer sysiem 5.206,043
Other nonmajor gevarmnmenial funds 154,046
Intemal service funds 887.955
Total 9.669,705
Component Units
Library 389,029
QOther nonmajor component units 509,572
Total 898.601
Fiduciary Funds
Library endowment trust fund 21,557
Agency funds 1,028,253
Total 1,049,810
Total pooled cash 11.618.114

Cash not held in pooled accounts:

Primary govemment 2,0%1.872
Compaonent units 6416
Total cash $ 13,716,404
Unrestricted cash (primary govemment) $ 8918707
Unrestricted cash (component units) 205017
Unrestricted cash (fiduciary funds) 1,028,253
Resticied cash (primary government) 2,842,870
Restricted cash (fiduciary funds) 21.557
Total cash $ 13.716.404




NOTE 3:

NOTES TO FINANCIAL STATEMENTS — CONTINUED

CASH AND INVESTMENTS - CONTINUED

investments

Custedial Credit Risk — Deposits, Custodial credit risk is the risk that in the event of ¢ bank
faillure, the government’s deposits may not be returmned 1o if, The City's investment policy limits
deposits to Certificates of Deposit (CDs). savings accounts with banks, savings and loan
associations, and credit unions which are insured with the applicable federal agency. As of
December 31, 2005, $14,553,963 of the City's bank balance of $14,753.963 was exposad to
custodial credit risk as follows:

Uninsured and uncollateralized $14,553.963

As of December 31, 2005, the City had the following invesimenis:

Weighted Average
Invesimen Fair Value Maturity (Years)

Cerfificates of Deposit 3 983,179 292
U.S. Treasuries 4.005,905 7.02
Federal National Mortgage Association 587,170 10.46
MPPA Investment Pool 1,800,999 7.38
Mutual fund 187,250 3.44

Tolal fair value $  7.564,503

Portiolio weighted average maturity b.65

mMany of the above investments, including CDs and bonds. are presenily callable or callable
prior to maturity.

Credii Risk. State law limits Investments in bonds, securities and other obligations of the United
States or an agency or instrumentality of the United States. state obligations or obligations of
any of its political subdivisions (rated as investment grade by not less than 1 standard rating
service), investment pools organized under the local govemment investment pool act, mutual
funds, U.S. or agency repurchase agreements, bankers' acceptances of United States banks,
and commercial paper (raled o the fop 2 ratings a! the time of purchase established by not
less than 2 standard rating services and that matures not more than 270 days after the daie of
purchase). The City's policy does not further limit its investment choices. Moody's Investor
Service rated the City's investmenis in the Federal National Mertgage Associalion AAA,
Moody's rated the City's mutual fund investiments Aa). There s no regulatory oversight of the
MPPA Investment Pool and no overall crediit quality rafing of the pool.

Conceniration of Credit Risk. The City places no limit on the amount the district may invest in
any one issuer. More than § percent of the district's investments are in @ Flagstar Bank
Cerificate of Deposit and the Federal National Mortgage Association, These invesiments are
6.34% and 7.76%, respectively, of the City's to1al investmenits.

Interest Rate Risk. The City does no! have a formal investment palicy that limits invasior
maturities as a means of managing its exposure to fair value losses arising from increasing
interast raies.



NOTE 4:

NOTE 5;

NOTES TO FINANCIAL STATEMENTS - CONTINUED

PROPERTY TAXES

Property faxes are levied and become a lien on property as of July |1 on the State taxable
valuation of property in the City as of the preceding December 31. The City bills and collects
its own property taxes and also collects taxes for other governmental units. Collection of other
govemmental units' taxes and remittance of them to the units are accounted for in the
Agency Fund, Property laxes are recognized as revenue in the yaar for which they arg levied,

The City is permitted by charter to levy 1axes, subject io State Headlee and Truth in Taxation
provisions. up to $10 per $1,000 of taxable valuation for general governmental services other
than the payment of principal and inierest on long-term debt and in unlimited amounts for the
payment of principal and interest on general obligation long-term debt. The Cily is also
permitted by charter o levy taxes up tc $5 per $1,000 of taxable valuation for right-of-way
improvements. The City is permitted by siate law fo levy up to $1 per $1.000 of 1axable
valuation for the public library and $2 per $1.000 of iaxable valuation for refuse collection. If
approved by a majority of the voters, the City may increase the tax levied by an additional $1
per $1,000 of taxable voluation for the public library, The 2005 State taxable valuaiion of the
City of Petoskey fotaled $484,703.419,

The tax rates for the year-ended December 31, 2005, were as follows:

Purpose Rate/Taxable Valuation
General governmental services 7.6707 per $1,000
Right-of-way improvements 3.9502 per $1.000
Library 8400 per $1.000
Ubrary (addifionol, approved by voters) 2541 per $1.000
Refuse collection 5000 per $1,000

INTERFUND RECEIVABLES AND PAY ABLES

The interfund balances within the primary gevernment are as follows:

Interfund Interfund

Receivable Payable
Seneral Fund 3 334,071 $ 285371

Right-of-Way Improvemeni Fund 137,261 -
Major Street Fund 811 94,302
Local Street Fund - 41.016
Electric Fund 10,725 34,753
Water and Sewer Fund - 96.405
Other Nonmajor Govemmental Funds 56,372 4,306
Infernal Service Funds 409,335 5,594
Fiduciory Funds B 414,829

$ ?48.576 $ 948,576
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NOTE 5:

NOTE é:

NOTES TO FINANCIAL STATEMENTS — CONTINUED

INTERFUND RECEIVABLES AND PAYABLES - CONTINUED

The interiund balances between the primary government and the component units are as
follows:

Interfund Interfund
Receivable Payable
Libraty Fund $ 61,456 $ 24,193
Cther Nonmajor Compeonent Units - 28,288
Other Nonmajor Govemmental Funds 28,288 -
Internal Service Funds 24,193 .
Fiduciary Funds . 61,456
) 113,937 3 113,937

The interfund balances are mainly for property taxes, material and inventory usags, building
rent, fringe benelits. and equipment rent.

INTERFUND TRANSFERS

Operating fransters within the primary govemment are s follows:

Transier In Transfer OQut

General Fund $ 412,400 $ 128,400
Right-of-Way Improvement Fund - 1,637,022
Maijor Street Fund 650,000 -
Local Stre=st Fund 675,000 -
Electric Fund - 517.000
Water and Sewer Fund - 302,400
Other Nonmajor Governmental Funds 840,422 -

$ 2584822 $ 2,584,822

Operating transters betweean the primary government and the component units are as follows:

Transfer In Transter Qut
Other Nonmajor Comp, Units $ - 3 164,288
General Fund 56,000 -
Other Nonmajor Govemmental Funds 108.288

$ 164,288 $ 164288
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NOTE é:

NOTES TO FINANCIAL STATEMENTS — CONTINUED
INTERFUND TRANSFERS — CONTINUED

The operating fransfers are mainly for streetl improvemenis, debt service and general City

operatfions. Enterprise fund payments in lleu of taxes, clossified s transfers to the General
Fund above, were as follows:

Electric Fund

$ 117.000
Water and Sewer Fund

302.400

A one-time transfer of $28.288 from the Downtown Management/Parking Fund fo the
Downtown Management Fund was a reimbursement for wayfinding-signage projeci cosis.

Operating transfers between the component unifs and the fiduciary funds are Gs follows:

Transfer In Transter Out

Liprary Fund $

69.360 3 -
Librory Endowment Trust Fund

- 69,360

b 69,360 $ 69.360

The fransfer was to assist with library construction costs,
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NOTES TO FINANCIAL STATEMENTS - CONTINUED

NOTE7: CAPITAL ASSETS

Capital asset activity of the Ciiy's primary government for the current year was as follows:

Balance Bolance
January 1, 2005 Additions Deletions Decembar 31, 2005
Governmental Activities
Copital assets not
being depreciated:
Land ) 1.887,06¢ & - b - $ 1,887,069
Copital assets
being depreciated:
Land improvements 522.3463 106,273 - 628,636
Bulldings 3.942 844 - - 3,942,846
Equipment 5957336 313729 (1,134,262) 5,136.803
Infrastructure 15,115,098 1,491,970 - 16.607.068
Subiotal 25.537 643 1.911.972 (1,134,262) 26,315,353
Less accumulated depreciation:
Lend improvements (157,183) [34.051) - (191,234)
Buildings [1.529.588) (99.511) - (1.629.099)
Equipmenti (3,750.150) (340,771) 1,134,262 [2.956.659)
Infrastructure {5.593.279) (608.286) - (6,201,545
Sublotal (11,030.200) [1.082,619] 1,134,242 {10,978.557)
Nel capital assets
being cepreciated 14,507 443 829,353 . 15,336,796
Govemmental activities net
capital assets 3 16394512 § 829353 % . $ 17.223.865




NOTES TO FINANCIAL STATEMENTS = CONTINUED

NOTE7:  CAPITAL ASSETS — CONTINUED
Balance Balance
January 1. 2005 Additions Delations December 31. 2005
Business-type Aciivities
Capital cssets noi
being depreciated:
Land $ 837.856 : $ 837 854
Capital assets
being deprecicied:
Buildings 14,898,152 . 16,898,152
Utility system improvements 26029418 2,740,043 - 28,769,461
Equipment 703,723 . - 703,723
Subtotal 43.631,293 2,740,043 - 46.371.336
Less accumulaied depreciation:
Buildings {5.144,083) [453.389) - (5.597.472)
Ulility system improvements {8.113.508) (759.855) - (8.573.3463)
Equipment (681,947) [12,395) [694,342)
Subtoial (13.939,538) [1.225,639) {15.165.197)
Nzt capital assels
being depreciaied 29.691.735 1.514.404 - 31,204,139
Businass-type activifies net
capital assels $  30.529.5%1 $ 1.514.404 - % 32.043.995
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NOTES TO FINANCIAL STATEMENTS = CONTINUED
NOTE 7: CAPITAL ASSETS — CONTINUED

Capital assat activity of the City's componant uniis for the current year was as follows:

Balance Balance
January 1, 2005 Additions Deletions December 31, 2008
Component Units
Capltal assets
being depreciated:
Land Improvements 3 - 3 102360 3 - 3 102,360
Buiidings 5,282,672 595,919 - 5,878,591
Equipmeani 632,635 - - £32,635
Books 920,884 26,048 - 245,932
Subtatal 6.836.191 724,327 - 7,560,518
Less accumulated depreciation:
Land Improvements - {2.58Q) - (2,580)
Buildings (322,244) [153.048) - (475,292)
Equipment (120,244) {31,632) - (151.876)
Books (530,959) (28,695) - [559.454)
Subtotal [973.447| [215.955] - (1,189.402)
Component unifs net
capital assels 3 5.842.744 P 508372 3§ - b 6,371,114

Depreciation expense was charged to the primary government as follows:

Governmental Activities

Unallocated $ 780.657
internal service fund capital assets consolidated with the

governmental activities 301.562

Total govemmental activities 3 1.082,619

Business-type Activiiies

Water and sewer 3 705,24)
Beciric £20.378
Toral ousiness-type activities 3 1,225,639

PN
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NOTE 7:

NOTE 8:

NOTES TO FINANCIAL STATEMENTS ~ CONTINUED
CAPITAL ASSETS = CONTINUED
o tion Co en
The City has aclive construction projects at year-end. The projects include:

Project Expended {o
Esfimates Dec. 31, 2005 Commitied

West Lake Street vicinity iImprovements 3 3,101,079 $ 2.709.206 $ 391,873
Howard Street - Waukazoo Avenue
alley electric work 142,351 - 142.351
Charlevoix Avenue sleciric work 1,270,708 1,190,992 79714
Bay Harbor trafiic signal
enginesring services 49.999 15,988 34.011
Total construction commitmenis § 4.564,137 3 3916186 $ 647,951
_ —_—— _——

Al year-end, all construction in progress amounts are capilalized.
Proprietary Fund Type Property, Plant and Equlpmen

Proprietary fund type property. plant and equipment at December 31, 2005 are summarized
as follows;

Internal

Enterorise Service
Land 3 837.854 $ -
Bullgings 16,898,152 11,011
Utillty sysiem improvements 2B,769.459 -
Equipmant 703,723 4,338,999
Total 47209190 4350010
Lass: accumulatad dep. [15.165,197) (2.571,356)
Net § 32043993 $ 1,778,654

CAPITAL LEASE

On June 10. 2003. the City entered Inlo a lzase agreement as lessee for financing the
acquisition of parking meters, The lease agreement qualifies as a capital lease for accounting
purposes, and therefore, has beenrecorded at the present value of the future minimum lease
payments as of the incepfion date. The lease/purchase was payable over a two year period
at the rate of 2.59%, in equal installments of $56,021 per year, through the year 2003,

Assets in the amount of $107.835. with accumulated depreciation of $14,175, were recorded
within the Governmental Activities seclion of the government-wide Statement of Net Assets.
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NOTE %:

NOTE 10:

NOTE 11:

NOTES TO FINANCIAL STATEMENTS - CONTINUED

DEFERRED COMPENSATION PLAN

The Cily offers its employees a defered compensation plan created in accordance with
Internal Revenue Code 457, The plan, available to all City employees, permits them to defer
a portion of their salary until future years. The deferred compensation is not avdilabie to
employees until termination. refirement, deafh. or unforeseeable emergency.

In complying with the amended Section 457 requirements, these assels are for the exclusive
benefit of partficipants and not subject to the claims of the City's general creditors. As such,
they are not included In an agency tund of the City.

DEFINED CONTRIBUTION PLAN

The City provides pension benelits for management employees as designated by City Councill
through a defined confribution plan. In a defined contribution plan, benefits depend solely on
amounts contiibuted to the plan plus invesiment earnings. Employess are eligible to
participate from the date of employment. The City's contributions for each employee (and
interest allocated to each employes's account) are fully vested immediately,

The City's confributions were caiculated using the eligible base salary amount of $88.724. As
established by City Council and govemed by Federal regulations, the City made the required
15.12% contribulion, Confribulions for the year olaled $13,415.

At December 31, 2005, the City had $271.250 within the Employeses Retirement Trust Fund.

DEFINED BENEFIT PENSION PLAN

Plan Description

The Cily of Petoskey participates in the Michigan Municipal Employess' Retirement System
(MERS). an agent multipie-employer defined benefit pension plan that covers all employees of
the City of Petoskey. MERS was established by the State of Michigan for purposss of providing
refirement, survivor and disabillity benefits on a voluntary basis to the State'slocal government
employees. MERS issues a publicly available financial report that includes financial statements
and reguired supplementary information. That report may be obtained by wiiting 1o
Municipal Employees Refirement System of Michigan, 447 North Canal. Lansing, Michigan
48917.

Funding Policy
There are no cantribution requirements for plan members. The City Is required 1o confribute all
amounis necessary to fund the system using the actuarial basis specified by stafuie. The

contribution requirements of plan members and the City are established and may be
amended by the MERS board.
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NOTE11:

NOTE 12:

NOTES TO FINANCIAL STATEMENTS — CONTINUED
DEFINED BENEFIT PENSION PLAN - CONTINUED

Annual Pension Cost

For the year-ended 2005, the City's required contribulions were $521,888, while their actual
contributions were $535,753. The annual required contribution was determined as part of an
actuarial valualion at December 31, 2004, using the enfry age normal cost method,
Significant actuarial assumptions included (a) 8% investment rate of retum (net of
administrative expenses); and (b} projected salary increases of 4.5% per vear (plus ¢
percentage based on an age-related scale to reflect merit, longevity, and promotional pay
increqases). Both (a) and [b) included an infiation component ol 3% to 4%. The actuarial value
of the City's assets was determined on the basis of a valuation method that assumes the fund
eamns the expected rate of retumn (8%). and includes an adjustment to reflect market value.
The City's unfunded actuarial accrued liabilities are ameortized by a level percent of payroll
contributions over a 30 year period.

Three-Year Trend Information for the City of Petoskey

Annual Percentage
Fiscal Pension of APC Net Pension
Year-ending Cosl [APC] Contiributed Obligatlion
12-31-03 404,128 100% -
12-31-04 454518 100% -
12-31-05 521,868 103% =

Additional trend informafion may be found within the Required Supplemental Information
section of the financial statements.

OTHER POST-EMPLOYMENT BENEFITS

The City allows dll refirees and their spouses to continue e participate in the City's health
insurcnce plan,

The City pays $1.200 per year for each electing refiree. The remaining cost is the individual

refiree's responsibility. As of December 31, 2005, there were 37 pariicipanis. The City's octual
expense was $47,200.
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NOTES TO FINANCIAL STATEMENTS = CONTINUED
NOTE 13: LONG-TERM DEBT

The following is a summary of the City's long-term debt fransactions for the year-ended
December 31, 2005:

Amount Due
Beginning Ending Within
Balance Addllions  Reductions Balance One Year
PRIMARY GOVERNMENT
Govermnmental Acitivities
gonds and notes payable:
General obligafion dabt $ 1150000 § . $ (210000 § 940,000 & 155,000
Other liabilifies:
Cepital lease 53917 - (53.917) - -
Compenscied absences 58.191 5,101 (17.065) 46,227 -
Landfill postclosure cosls £0.000 - (5.000) 85.000 -
Toial govemmental aclivilies
long-term liablities § 1,352,108 % 5101 § (285982) § 1071227 § 155000

Business-type Acfivities

Bonds ond notes payable:

Revenue obligation debt $ 12570000 3} § (380,000) § 12190000 § 370.000
COMPONENT UNIT
Genercl obligation debl $ 4250000 § - § (500000 % 4200000 % 50.000

Long-term liabilities payable al December 31, 2005 is composed of the following Individual
issues:

General Obligation (Governmental Activities):
$965.000, 1999 City of Petoskey Building Authority Refunding
serial bonds due in annual installments of $95.000 to $105.000

through October 1, 2009, interest of 4.50 to 4.75 percent, $ 395.000

$800.000, 1999 Building Authority Downtown Improvement
bonds due in annual installments of $50,000 to $75.000 through

October 1, 2014, interest at 4.50 to 5.00 percent. 545,000
Total govermnmental acfivilies general obligation debt 940,000
Compensaled absences 44,227
Estimated liability for landfill post closure costs 85.000
Total governmental activilies long-term liabiifies $1.071.227
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NOTE 13:

NOTE 14:

LONG-TERM DEBT - CONTINUED

NOTES TO FINANCIAL STATEMENTS - CONTINUED

Revenue Obligation (Business-type Activilies):

$7.500,000, 2001 Water and Sewer bonds due in annual

installments of $50,000 fo $600,000 through February 1, 2024,

interest at 4.00 o 5.00 percent.

$5.505,000, 2002 Water and Sewer Refunding bonds due in
annual installments of $320,000 to $475.000 through
February 1,2017, interest ai 3.00 to 5.25 percent.

Tolal business-fype activilies revenue obligation debt

General Obligation (Component Unit)

$4.300,000 2003 Building Authority Library Improvement bonds

due in annual installment of $50,000 to $300,000 through

October 1, 2028, interest at 2.50 to 4.40 percent.

$ 7.350.060

$_4.200.000

The annual requirements to amortize all general and revenue obligafion bonds outstanding.
as of December 31, 2005, are as follows;

Annual Requirements fo Amortize Outstanding Bonds

December 31, 2005

Year Ending Governmental Activities Business-type Activities Component Unil
December 31 Principal Interest Principal Interest Princioal Interest

2006 $ 155000 & 44952 3§ 370000 $ 555722 % 50,000 % 162,375
2007 150,000 37.%01 445,000 542,173 100,000 [61.125
2008 150,000 30,925 560,000 524,124 100,000 158,628
2008 150,000 23876 555.000 503,257 125.000 156,125
2010 60,000 16,750 595,000 480,987 125,000 152812
2011 -2015 275,000 35,250 3,405,000 1,788,240 750,000 700,062
2016 - 2020 - 2.840.,000 1,127,849 950,000 547.288
2021 - 2025 - 2.800.000 514375 1,150,000 341,500
2026 - 2030 - E 400.000 15.000 850.000 77,000
Total 3 940,000 § 189,654 § 12.190000 § 6251747 $ 4.200,000 § 2,457.312

LANDFILL CLOSURE AND POST-CLOSURE CARE COSTS

An agreement with the State of Michigan requires that the City of Petoskey perform
monitering functions at the landfill site for 30 years after closure. A liability is being recognized
based on the fulure post closure costs thal will be incurred over the 17 years remaining on
the agreement. The estimaied total current cost of the landiill post closure care, 385,000, is
based on the amount that would be paid If the services 1o monitor the londfill were acquired
as of December 31, 2005. However, the actual cost of post closure care may be higher due
to inflation, changes in technelogy. or changes in landfill iaws and regulations,



NOTE 15:

NOTE 16:

NOTES TO FINANCIAL STATEMENTS = CONTINUED
RESERVED FUND BALANCES/RESTRICTED NET ASSETS
Major Governmental Funds

Reserved for marina — The General Fund has $43%9.285 reserved for marina operations and
improvements.

Reserved for refuse - The General Fund has $29.253 reserved forrefuse colleclion expendijures.
Nonmajor Governmental Funds

Reserved for dab! service — The Deb! Service Funds have $63.084 reserved for dabt service
and related cosfs.

Raserved for inventory - The General Streel Fund has $98,127 reserved for inventory.
Major Proprietary Funds

Restricted for MPPA energy expenses - The Electric Fund has $1.847,700 restricted for MPPA
energy expenses.

Restricted for revenue bond indentures - In accordance with revenue bond indentures, the
Water and Sewer System Fund has $2,420,683 of its net asseis restricted for this specific
purpose.

Restricted for sewage service agreement covenants - The Clity has $230,274 restricted for
repair and replacement of sewage treaiment facilities.

Fiduciary Funds

Restricted tor pension benefils and other purposes-The Employees Relirernent Trust Fund and
the Library Endowment Trust Fund have $217.250 and $15.211, respectively, restricied for
employee pension benefits and library costs.

Component Units

Resfricted for Tax Increment Financs Authority = The Tax Increment Finance Authority has
3383843 restricted for use within the TIFA district.

When both restricted and unrestricied resources are available 1o cover an expense incurrsd
for restricted purposes. restricted resources are utilized first.

COMMITMENTS

Insurance Commitments

The City self-insures its workmen's compensation and unemployment compensation liabilities
through their pariicipation in workmen's compeansation and unemployment compensafion self-
insurance groups.

Entilement Commitments

During 1979 and 1982, the Michigan Public Power Agency (MPPA). of which the City i a
member, acquired an ownership interest in the Consumers Powser Campbell No. 3 plant. the

Detroit Edison Belle River Unit and other related assets. During 2001, the MPPA, acguired an
ownership interest in the CT Project No. 1.
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NOTE 1é:

NOTE 17:

NOTES TO FINANCIAL STATEMENTS - CONTINUED

COMMITMENTS — CONTINUED

The City's enfitlement share of the Campbell No. 3 and Belle River unit generating capacitias
are 1470 (KW) and 4137 (KW), respectively. The City's enfillement share of the CT Project No. |
generaling capacity 1s 4.392 [KW).

The entilements specify minimum annual payments on a "tcke-or-pay" basis for the
generatfion and tronsmission capabiliities of the units as follows:

Year Ending Campbell Belle River CT Project
December 31 No, 3 Unit Ne. | Toial
2006 $ 146376 § 508602 § 241077 % 896,055
2007 144,481 508,672 241,329 896,482
2008 146,446 508,608 241.091 896,145
2009 119.402 508,617 241,155 869,174
2010 120,081 508,693 241,500 870.274
2011 -2015 241,118 2,543,253 1,206,018 3,990,389
2016 - 2020 - 1,017,337 1,204,251 2.223.588
2021 - 2025 - - 1,206,311 1,206,311
2026 - - 241,194 241,194

Total minimum payments $ 919904 § 6,103782 $ 5065926 § 12,089.612

There is a possibility of refunds or subsidy paymenits to the City due to past fuel overcharges.
However, since the amounts are unknown at inis fime, there are no provisions made in the
financial siatements.

Other Commitments

The Cily has a contract with Landmark Appraisal Company to appraise and inventory allreal
property for the 2006 property tax assessment roll, As of year-end. approximately $10.000 of
the $222,000 agreement remains to be fulfilled.

On December 28, 2004, the City signed an agreesment with Lake Sireet Petoskey Associates,
LLC (the Developer) for the purchase of a lower-level parking deck (the Project) tor
$6.252,042, The City will receive a $970.000 credit against the purchase price for the transfer of
City property on the Project site 1o the Developer. The purchase price is due within 45 days of
the Project’s completion. which is to be prior to July 30. 2008. Financing for 1he Project is o be
provided via a Downtown Development Authority Tax-Increment Financing Plan that the city
council approved on December 27, 2004. The plan pemits financing of up to $10,600,000 of
bonded indebtadness through 2034.

CONTINGENCIES

The General Fund is confingently liable for the Water and Sewsr System revenue bonds. The
General Fund is obligated only if revenues of the Waler and Sewer System Fund would be
insufficient to meet its debi service requirements.
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NOTE 18:

NOTE 19:

NOTE 20:

NOTES TO FINANCIAL STATEMENTS - CONTINUED

RISK MANAGEMENT

The City is exposed to vanous risks of |oss related to torts, thefi of, damage to and destruction of
assels; erors and omissions; injuries to employees and nalural disasters, The City belongs 1o the
Michigan Municipal League Lability and Property Pool, a public entity risk poo! currently
operating as a commeon risk management and insurance program for various municipalities
throughout the state, The City pays an annual premium for its general insurance coverage,
The pool is self-sustaining through member premiums and reinsures through commercial
companies for claims in excess of $500,000 for each insured eveni. Although the City could be
assessed charges beyond the annual premium. the likelihood of receiving such an assessment
is minimal. Settled claims have not exceeded coverage in any of the post three years.

PRIOR PERIOD ADJUSTMENTS

The Major Street Fund adjusiment is for the write-off of prior year receivables relaled to stree!
maintenance in Bay Harbor.

The Employee Fringe Benefit Fund adjustment relates to health insurance expenses overstated
in 2004.

The Employees Refirement Trust Fund adjusiment relates to a 2001 employes loan that remains
outstanding al year-end,

In the Government-wide Statement of Nel Assels, the cost of sidewalks (expensad In prior
periods) were capitalized. The adjustiment includes depreciation expense through December
31, 2004,

SUBSEQUENT EVENTS
At the April 3, 2004 city councll meeling. the councll authorized signing contracts for amounts
approximating $2.1 million. These contracts are for various street improvements and elecirical

upgrades, fire protection equipment and vehicles, Bay Harbor entrance modifications, and
other miscellaneous items.
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CITY OF PETOSKEY
Required Supplemental Information
Defined Benefit Pension Plan
Trend Information
For the Year Ended December 31, 2005

Schedule of Funding Progress
{Dollar amounts in thousands)

Actuarial
Actuarial Accrued Unlunded UAALas a
Actuarial Value of Ligbility (AAL) AAL Funded Covered Percentage of
Vaoluation Assets - Entry Age [UAAL) Ratio Payroll Covered Payroll
Date (@) (b} (b-a) (a/b) (c) ((b-a)ic)
12/31/01 $ 11.175 3 12,748 $ 1,573 B88% $ 2,687 59%
12/31/02 11,351 13.983 2,632 B1% 3,060 8%
12/31/03 12,032 15.316 3.284 79% 3.219 102%
12/31/04 12,659 15,717 3.058 81% 3,069 100%
12/31/05 2 * . . : -

* Informaticn not currently available,

Schedule of Employer Contributions
(Dollor amounts in thousands)

Annual Percentage
Fiscal Pension of APC
Year Ending Cost (APC)  Contributed

12/31/01 3 334,522 100%
12/31/02 349,942 100%
12/31/03 404,128 100%
12/31/04 454,518 100%
12/31/05 521,868 103%
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OTHER SUPPLEMENTAL INFORMATION



Assels
Cash
Receivables;
Special assessments
Accounts

Due from other funds
Due from component units
Inventory, at cost

Total asseis

Liabiiities and Fund Balances

Liabilities
Accounis payable
Due to ofther funds
Total liabilities
Fund balances
Reserved for inveniory
Unreserved

Tofal fund balances

Total ligbilities and fund balances

CITY OF PETOSKEY
Combining Balance Sheet
Nonmajor Governmental Funds
Special Revenue Funds
December 31, 2005

General Downtown
Street Management Total
$ 54,904 $ 34,058 $ 90.962
- 33.047 33,047
28.26) - 28.261
55,274 1,098 56,372
- 28,288 28,288
98,127 - 98,127
$ 236,566 3 98.491 $ 335,057
$ 56,467 3 1.561 $ 58,028
4,306 - 4,306
60,773 1,561 62,334
98,127 - 98,127
77.666 26.230 174.596
175,793 96,930 272,723
3 236.566 b 98.491 $ 335087




CITY OF PETOSKEY
Combining Statement of Revenues, Expenditures, and Changes in Fund Balances
Nonmajor Governmental Funds
Special Revenue Funds
For the Year Ended December 31, 2005

General Downtown
Street Management Total
Revenues
Special assessments $ - $ 57,541 $ 57.561
Interest 6,656 2,692 9,248
Other 14,132 5,359 19,491
Total revenues 20.788 65,512 84,300
Expenditures
Current:
Public works 334,650 48,556 385,204
Capital ouilay 328313 47.510 375,823
Total expenditures 664,963 $4,066 741,029
Excess (deficiency) of revenues
over expenditures (644,175) (30,554) (674.725)
Other financing sources (uses)
Operating transfers in 675,000 - 675,000
Transiers from compenent uniis - 28,288 25,288
Total other financing sources (uses) 675,000 28.288 703,288
Net change in fund balances 30.825 [2.266) 28,559
Fund balances - beginning of year 144,948 99196 244,144
Fund balances - end of year $ 175.793 $ 96,930 $ 272,723




CITY OF PETOSKEY
Combining Balance Sheet
Nonmajor Governmental Funds
Debt Service Funds
December 31, 2005

Building
Authority Building
Special Downtown Authority
Assessmeni iImprovement Refunding
Bonds Debt Bonds Debt Bonds Debt Total
Assets
Cash 3 - $ 13,849 3 49,235 5 63,084
Fund balances
Reserved for debt service $ 4 $ 13.849 $ 49,235 § 43,084
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CITY OF PETOSKEY

Combining Statement of Revenues, Expenditures, and Changes in Fund Balances

Nonmagjor Governmental Funds
Debt Service Funds
For the Year Ended December 31, 2005

Building
Authority Bullding
Special Downtown Authority
Assessment Improvement Refunding
Bonds Debt Bonds Debt Bonds Debt Total
Revenues
Interest $ 1,401 3 556 ¥ 3.298 $ 5,255
Expendifures
Principal 55.000 50,000 105,000 210,000
Interest and fiscal charges 2,860 28,947 23,280 55,087
Total expenditures 57.860 78,947 128,280 265.087
Excess (dsficiency) of revenuss
over expendilures (56,459) [78,391) (124,982) (259.832)
Other financing sources (uses)
Operating tfransters in 37.022 - 128,400 165,422
Transfers from component units - 80.000 - 80,000
Tetal other financing sources (uses) 37.022 80,000 128,400 245,422
Net change in fund balances [19,437) 1,609 3.418 (14,410)
Fund balances - beginning of year 19,437 12,240 45817 77,494
Fund balances - end of year % - % 13.849 b 49235 $ 43,084



CITY OF PETOSKEY
Statement of Net Assefs
Nonmajor Component Unifs
December 31, 2005

Downtown
Manogement/
TIFA Parking Total
Assets
Current Assets
Cash $ 383843 $ 132.000 $ 515843
Noncurrent Assets
Capital assefs 461,017 - 461,017
Less: accumulated depreciation (31.070) - (31,070)
Total noncurrent assets 429 947 - 429,947
Total assets $ 813810 ¥ 132,000 $ 945810
Liablllties and Net Asseis
Current Liabilities
Accounis payable $ - 3 10,048 $ 10.048
Due to primary govemment - 28,288 28,288
Total liabilities - 38,336 38,336
Nei Assels
Invested in capital assets. net of related debt 429947 - 429.947
Resiricted for:
TIFA expenses 383,863 - 383,863
Unrestricted - 93.664 93.664
Tolal nel assels 813,810 93,664 907.474
Tolal liabilities and net assets $ B13810 $ 132,000 $ 945810
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CITY OF PETOSKEY
Combining Staiement of Net Assets
Internal Service Funds
December 31, 2005

Moaotor Employee
Vehicle ond Fringe
Equipment Banefit Total
Assels
Cumnrenl Assets
Cash $ 348807 S 539,148 $ 887955
Due from other funds 49,934 359,403 409,337
Due from component units - 24,193 24,193
Inventory 38,295 - 38,295
Prepaid expenses - 66.311 66,311
Total current assets 437036 989,055 1,426,091
Noncurrent Assefs
Capital assets 4,350,009 - 4,350,009
Less: accumulaied depreciation (2,.571,356) - (2,.571.356)
Total noncurrent assefs 1.778.653 - 1,778,653
Total assets 3 2215689 $ 989.055 § 3.204.744
Liabilities and Fund Equiiy
Current Liablilties
Accounts payable $ 18,846 b 86,033 $ 104,879
Accrued wages 815 - 815
Duea to other funds 5.595 E 5,595
Total current liabilities 25,256 86,033 111,289
Noncurrent Liabilities
Compensaled absences payable - 46,228 44,228
Total liabilities 25.256 132.261 157.517
Net Assefs
Invested in capital assets, nel of related debt 1.778.653 - 1,778,653
Unrestricted 411.780 856,794 1,268,574
Tolal net assets 2,190,433 834,794 3,047,227

Tolal liabilities and net assets § 2,215,689 $ 989,055 $ 3.204.744




CITY OF PETOSKEY

Combining Statement of Revenues, Expenses, and Changes in Fund Net Assets
Internal Service Funds
For the Year Ended December 31, 2005

Operating revenues
Charges for services

Operating expenses
Personal services
Contractual services
Supplies
Depreciation
Total operating expenses
Operating income (loss)
Nonoperafing revenues (expenses)
Interest
Miscallaneous
Total nonoperating revenues
Change in net assets
Total net assets - beginning of year
As previously reported

Adjustment for health insurance

Tofal net asseis - end of year

Motor Employee
Vehicle and Fringe
Equipment Bensfit Total
$ 883391 $ 2479297 $ 3.362.688
77,598 - 77,598
461,745 2,168,756 2,630,501
129.335 - 129,335
301,962 - 301.962
970.640 2,168,756 2.139.3%96
(87.249) 310,541 223,292
8,507 10,347 18,854
16,282 - 16,282
24.789 10,347 35,136
(62.460) 320,888 258,428
2.252,893 477,700 2,730,593
- 58,206 58,206
$ 2.190.433 $ 856794 $ 3.047.227
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